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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you a{e in any doubt as to any aspect of this circular or as to the action to be taken, you should consult
your licensed senurmeq dealer, bank manager. solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in Hon;, Kong Health Check and Laboratory Holdings
Company Limited 7 s 8 8 3 % 552 B PR A R 2 717), you should at once hand this circular and the
enclosed form of proxy to the purchaser or transferee or to the bank. licensed securities dealer or other agent
through whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressty disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

HONG KONG HEALTH CHECK AND LABORATORY HOLDINGS COMPANY LIMITED
EERERRBESHZRAERLF)

{being in process of regisiration of change of corporate name from
“Town Health Medical Technology Holdings Company Limired” to
“Hony Kong Health Check and Labovatory Holdings Compuany Limited”
with the Registrar of Companies in Hong Kong)

(incorporated in Bermuda with limited liability) \‘:9;: .
(Stock Code: 397) RTINS
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PR *
VERY SUBSTANTIAL ACQUISITION - -~ < -
ACQUISITION OF MEDICAL RELATED BUSINESS © ..
e

A notice convening a special general meeting of Hong Kong Health Check and Laboratory Holdings Company
Limited to be held at Shop No. 3, Level 3, Hilton Plaza Commercial Centre. No. 3-9 Shatin Centre Street,
Shatin, New Territories, Hong Kong at 9:00 a.m. on Thursday, 30 November 2006 is set out on pages 131 to
152 of this circutar. A form of proxy for use at the special general meeting is also enclosed. Such form of proxy
is also published on the website of The Stock Exchange of Hong Kong Limited (www.hkex.com.hk}).

Whether or not you arc able to attend the meeting, please complete the enclosed form of proxy in accordance
with the instructions printed thereon and return it to the Compuny’s branch share registrar in Hong Kong.
Tengis Limited. at 26/F, Tesbury Centre. 28 Queen’s Road East. Hong Kong as soon as possible but in any
event not less than 48 hours before the time appointed for the holding of the meeting or any adjournment
thereof. Completion and return of the form of proxy will not preclude you from attending and voting in person
at the mecting if you so wish,

*  for idenrification purposes only

15 November 2006
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DEFINITIONS

In this circular, the following expressions have the meanings set out below unless the

context requires otherwise:

“Acquisition”

“Announcement”

“associate”

“Board”

“BUPA Health Care Hong Kong”

“Company”

“Completion”

“connected person”

“Directors”

“Double Court”

“Dynamic Mate”

the acquisition by the Group of 100% equity interest in
Polyray and Polylight pursuant to the Polyray Sale
Agreement and the Polylight Sale Agreement

the announcement of the Company dated 24 October
2006 in relation to, among other things, the Acquisition

has the meaning ascribed to it under the Listing Rules
the board of Directors

BUPA Health Care Hong Kong Limited, a company
incorporated in the British Virgin Islands and the owner
of 50% of the issued share capital of Polyray, being one
of the vendors of the Polyray Sale Agreement

Hong Kong Health Check and Laboratory Holdings
Company Limited, a company incorporated in Bermuda
with limited liability and the issued Shares of which are
listed on the Stock Exchange

completion of the Polyray Sale Agreement and the
Polylight Sale Agreement in accordance with the terms
and conditions thereof, which shall take place
contemporaneously

has the meaning ascribed thereto in the Listing Rules

directors of the Company, including independent non-
executive directors of the Company

Double Court Company Limited, a company incorporated
in Hong Kong with limited liability and the owner of 50%
of the issued share capital of Polyray, being one of the
vendors of the Polyray Sale Agreement

Dynamic Mate Limited, a company incorporated in Hong
Kong with limited liability, is a wholly-owned subsidiary
of Double Court and is the owner of 50% of the issued
share capital of Polylight, being the vendor of the
Polylight Sale Agreement




DEFINTTIONS

“Enlarged Group”

“GAAP”

“Group”

“HK$”

“Hong Kong”

“Latest Practicable Date”

“Listing Rules”

“Polylight”

“Polylight Sale Agreement”

“Polyray™

“Polyray Sale Agrcement”

“PRC”

the Group as enlarged by Polyray and Polylight
immediately after Completion

generally accepted accounting principles
the Company together with its subsidiaries
Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the
PRC

13 November 2006, being the latest practicable date for
ascertaining certain information contained in this circular

the Rules Governing the Listing of Securities on the
Stock Exchange

Polylight Technology Limited, a company incorporated
in Hong Kong and the issued share capital of which is
owned as to 50% by Dynamic Mate and as to 50% by
Polyray

the conditional sale and purchase agreement dated 17
October 2006, entered into between the Company as
purchaser and Dynamic Mate as vendor regarding the
acquisition of the remaining 50% equity interest in
Polylight

Polyray Technology Limited, a company incorporated in
Hong Kong and the issued share capital of which is
owned as to 50% by BUPA Health Care Hong Kong and
as to 50% by Double Court

the conditional sale and purchase agreement dated 17
October 2006, entered into among the Company as
purchaser, and BUPA Health Care Hong Kong and
Double Court as vendors regarding the acquisition of the
entire issued share capital of Polyray

the People’s Republic of China, which for the purpose of
this circular, excludes Hong Kong, the Macau Special
Administrative Region and Taiwan




DEFINITIONDS

“SFO”

“SGM”

“Share(s)”

“Shareholder(s)”

“Stock Exchange”

“sq.ft.”

.1%r~

the Securities and Futures Ordinance, Chapter 571 of the
Laws of Hong Kong

the special general meeting of the Company (o be held for
the purpose of approving the resolutions contained in the
notice of the SGM which are set out on pages 151 to 152

of this circular

share(s) of a par value of HK$0.01 in the share capital of
the Company

holder(s) of the Share(s)
The Stock Exchange of Hong Kong Limited
square feet

per cent.




LETTER FROM THE BOARD

HONG KONG HEALTH CHECK AND LABORATORY HOLDINGS COMPANY LIMITED
EERARERSBEDERERER A

(being in process of registration af change of corporare name from
“Town Health Medical Technology Holdings Company Limited” 10
“Hong Konyg Health Check and Laboratory Holdings Company Limited”
with the Repistrar of Companies in Hong Kong)

(incorporated in Bermuda with limited liability)

(Stock Code: 397}

Executive Directors: Registered Office:
Mr. Chi Chi Hung, Kenneth {Chairman) Canon’s Court
Dr. Fung Yiu Tong, Bennet {Vice Chairman) 22 Victoria Street
Mr. Cho Kwai Yee, Kevin Hamilton HM 12
Miss Choi Ka Yee, Crystal Bermuda

Mr. Siuv Kam Chau
Principal Place of Business

Independent non-executive Directors: in Hong Kong:
Mr, Chan Chi Yuen Shop 2B & 2C, Level 1
Mr. Lo Chun Nga Hilton Plaza Commercial Centre
Mr. Chik Chi Man 3-9 Shatin Centre Street
Shatin, New Territories
Hong Kong

15 November 2006
To the Shareholders

Dear Sir or Madam,

VERY SUBSTANTIAL ACQUISITION -
ACQUISITION OF MEDICAL RELATED BUSINESS

INTRODUCTION

The Board announced that on 17 October 2006, the Company entered into the (i) Polyray
Sale Agreement and (ii) Polylight Sale Agreement. Pursuant to the Polyray Sale Agreement, the
Company conditionally agreed to acquire the entire issued share capital of Polyray from (a)
BUPA Health Care Hong Kong which holds 50% equity interest in Polyray; and (b) Double
Court which holds 50% equity interest in Polyray. at a total cash consideration of
HK$27,000,000. Pursuant to the Polylight Sale Agreement, the Company conditionally agreed
to acquire 50% of the issued share capital of Polylight from Dynamic Mate, at a cash

* for identification purposes only




LETTER FROM THE BOARD

consideration of HK$7,250,000. The remaining 50% equity interest in Polylight is held by
Polyray. Upon Completion. the Group will acquire the entire issued share capital of Polyray
and Polylight.

The Acquisition constitutes a very substantiat acquisition on the part of the Company
under Chapter 14 of the Listing Rules which requires the approval by the Shareholders at the
SGM under Rule 14.49 of the Listing Rules. The purpose of this circular is to provide the
Shareholders with, among other things, (i) information regarding the details of the Acquisition;
(1) the financial information of the Group; (iii) the accountants’ reports of Polyray and
Polylight; (iv) the pro forma financial information of the Enlarged Group; and (v) a notice of
the SGM.

PRINCIPAL TERMS OF THE POLYRAY SALE AGREEMENT AND THE
POLYLIGHT SALE AGREEMENT

(i) Polyray Sale Agreement

Date: 17 October 2006

Parties:

Purchaser the Company

Vendors (i) BUPA Health Care Hong Kong. which is a company incorporated

in the British Virgin Islands and the owner of 50% of the issued
share capital of Polyray; and

(ii) Double Court, which is a company incorporated in Hong Kong
and the owner of 50% of the issued share capital of Polyray.

To the best knowledge, information and belief of the Directors after having made all
reasonable inquiries, BUPA Health Care Hong Kong and Double Court and their respective
ulimate beneficial owners are independent third parties and not a connected person of the
Company.

Assers 1o be acquired

All the 17,000 ordinary shares of HK$1.00 each in the capital of Polyray, which represent
the entire issued share capital of Polyray. Polyray is the owner of 50% of the issued share
capital of Polylight.

Consideration

The total consideration is HK$27.000,000 which shall be satisfied as to HK$13,500.000
payable to BUPA Health Care Hong Kong and as to HK$13,500,000 payable to Double Court
in the following manner:

(i) as to HK$1,350,000 by cash to each of BUPA Health Care Hong Kong and Double
Court at the time of execution of the Polyray Sale Agreement;

_5_




LETTER FROM ThE BUOARD

(ii) as to HK$2,700.000 by cash to each of BUPA Health Care Hong Kong and Double
Court on or before the date falling three weeks after the date of execution of the
Polyray Sale Agreement; and

(iii) as to HK$9,450,000 by cash to each of BUPA Health Care Hong Kong and Double
Court at Completion.

The consideration of HK$27,000,000 was determined after arm’s length negotiation
between the Company, BUPA Health Care Hong Kong and Double Court and with reference to,
amongst other things, the revenue base and the existing client base of Polyray. The Company
intends to finance the consideration with internal financial resources andfor external bank
financings.

Warranty as to net asset valie

Pursuant to the Polyray Sale Agreement, BUPA Health Care Hong Kong and Double
Court warrant to the Company that:

(i) the total shareholders equity of Polyray (being the total of share capital and share
premium less accumulated losses) (the “Polyray Total Shareholders Equity™) as at
the date on which the last of the conditions has been fulfilled (the *Polyray Relevant
Date™) will not be less than HK$10,500,000; and

(i) the total shareholders equity of Polylight (being the total of share capital and share
premium less accumulated losses) (the “Polylight Total Shareholders Equity™) as at
the date on which the last of the conditions has been fulfilled (the “Polylight
Relevant Date™) will not be less than HK$3.200,000.

In the event that the actual audited Polyray Total Shareholders Equity as at the Polyray
Relevant Date (the “Polyray Actual Total Shareholders Equity”) is less than HK$10,500,000,
BUPA Health Care Hong Kong and Double Court shall, within 20 business days after the
receipt of the certificate issued by the Company’s auditors certifying the Polyray Actual Total
Shareholders Equity, pay to the Company a sum equivalent to such shortfall.

In the event that the actual audited Polylight Tota! Shareholders Equity as at the Polylight
Relevant Date {the “Polylight Actual Total Shareholders Equity”) is less than HK$3.,200,000,
BUPA Health Care Hong Kong and Double Court shall, within 20 business days after the
receipt of the confirmation from the Company’s auditors certifying the Polylight Actual Total
Shareholders Equity. pay to the Company a sum equivalent to 50% of such shortfall.

Conditions precedent
Completion of the Polyray Sale Agreement is conditional upon:

(i) the passing of the resolution approving the Polyray Sale Agreement and the
transactions contemplated thereunder a1 the SGM; and
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(ii) the passing of the resolution approving the Polylight Sale Agreement and the
transactions contemplated thereunder at the SGM.

If any of the conditions above are not tulfilled on or before the date falling ninety days
after the date of the Polyray Sale Agreement (i.e. 15 January 2007) {(or such other later date as
may be agreed between the parties to the Polyray Sale Agreement), any party may terminate
the Polyray Sale Agreement and all obligations of the parties under the Polyray Sale Agreement
shall end and each of BUPA Health Care Hong Kong and Double Court shall be entitled to
retain HK$500,000 by way of liquidated damages in full and final satisfaction of all and any
claims against the Company under the Polyray Sale Agreement and each of BUPA Health Care
Hong Kong and Double Court shall forthwith return to the Company the balance of any sum
received from the Company.

Caompletion

Completion shall take place on the seventh business day after the above conditions
precedent shall have been satisfied.

(ii) Polylight Sale Agreement

Date: 17 October 2006

Parties:

Purchaser the Company

Vendor Dynamic Mate, which is a wholly-owned subsidiary of Double Court

and a company incorporated in Hong Kong. Dynamic Mate is the
owner of 50% of the issued share capital of Pelylight

To the best knowledge. information and belief of the Directors after having made all
reasonable inquiries. Dynamic Mate and its ultimate beneficial owners are independent third
parties and not a connected person of the Company within the meaning of the Listing Rules.

Assets 1o be acquired

1,600,000 ordinary shares of HK$1.00 each in the capital of Polylight, which represents
50% of the issued share capital of Polylight.

Consideration

The total consideration is HK$7,250,000 which shall be satisfied in the following manner:

(i) as 10 HK$725,000 by cash at the time of execution of the Polylight Sale Agreement;
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(i1) as 1o HK$1,500,000 by cash on or before the date falling three weeks after the date
of execution of the Polylight Sale Agreement; and

(iii) as to HK$5,025.000 by cash at Completion.

The consideration of HK$7,250.000 was determined after arm’s length negotiation
between the Company and Dynamic Mate and with reference to, amongst other things, the
revenue base and the existing client base of Polylight. The Company intends to finance the
consideration with internal financial resources and/or external bank financings.

Warranty as 1o net asset value

Dynamic Mate warrants to the Company that the Polylight Total Shareholders Equity as
at the Polylight Relevant Date will not be less than HK$3,200,000.

In the event that the Polylight Actual Total Shareholders Eguity is less than
HK$3,200.000, Double Court shall. within 20 business days after the receipt of the
confirmation from the Company’s auditors certifying the Polylight Actual Total Shareholders
Equity. pay to the Company a sum equivalent to 50% of such shortfall.

Conditions precedent

Completion of the Polylight Sale Agreement is conditional upon:

(i) the passing of the resolution approving the Polylight Sale Agreement and the
transactions contemplated thercunder at the SGM; and

{ii) the passing of the resolution approving the Polyray Sale Agreement and the
transactions contemplated thereunder at the SGM.,

If any of the conditions above are not fulfilled on or before the date falling ninety days
after the date of the Polylight Sale Agreement (i.e. 15 January 2007) (or such other later date
as may be agreed between the parties to the Polylight Sale Agreement), any party may
terminate the Polylight Sale Agreement and ail obligations of the parties under the Polylight
Sale Agreement shall end and Dynamic Mate shall be entitled to retain HK$500,000 by way
of liquidated damages in full and final satisfaction of all and any claims against the Company
under the Polylight Sale Agreement and Dynamic Mate shall forthwith return to the Company
the balance of any sum received from the Company.

Campletion

Completion shall take place on the seventh business day after the above conditions
precedent shall have been satisfied.
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INFORMATION ON POLYRAY AND POLYLIGHT

Polyray, a company incorporated in Hong Kong on 4 May 1993 with limited liability, is
equally-owned by BUPA Health Care Hong Kong and Double Court, and is the beneficial
owner of 30% of the issued share capital of Polylight. Polyray is principally engaged in the
provision of medical diagnostic services in Hong Kong. Polyray currently operates three
medical diagnostic centres and an in-house laboratery business located in Hong Kong and
Kowloon.

As at 31 December 2005, the audited net asset value attributable of Polyray was
approximately HK$10,529,000. The profit before tax of Polyray for the years ended 31
December 2004 and 31 December 2005 was approximately HK$1,203,000 and HK$557.000
respectively, and the profit after tax of Polyray for the years ended 31 December 2004 and 31
December 2005 was approximately HK$420,000 and HK$0 respectively.

According to the financial due diligence on Polyray performed by the Company, Polyray
has been paying management fees to BUPA Health Care Hong Kong and Double Court based
on a management contract with each of them for sharing the profits made by Polyray. Such
management contracts will be terminated upon the date on which the last of the conditions
under the Polyray Sale Agreement has been fuifilled. Accordingly, the Directors are of the view
that with a view to reflecting the profitability of Polyray, it is necessary to reverse such
management fees. By reversing the management fees paid by Polyray to BUPA Health Care
Hong Kong and Double Court, the profit before tax of Polyray would have been adjusted
upward by approximately HK$2,478.000 and approximately HK$3,514,000 for the years ended
31 December 2005 and 31 December 2004 respectively. Details of the financial information of
Polyray have been set out in the accountants’ report on Polyray and the pro forma financial
information of the Enlarged Group in appendix Il and appendix 1V respectively to this circular.

Polylight, a company incorporated in Hong Kong on 18 March 1998 with limited liability,
is equally-owned by Polyray and Dynamic Mate. Dynamic Mate is a wholly-owned subsidiary
of Double Court. Pelylight is principally engaged in the provision of medical magnetic
resonance imaging services in Hong Kong. Polylight currently operates an out patient magnetic
resonance imaging clinic located in Kowloon.

As at 31 December 2005, the audited net asset value of Polylight was approximately
HK$3,200,000, The audited loss before tax of Polylight for the years ended 31 December 2004
and 31 December 2005 was HK$0 and HK$39,000 respectively, and the profit after tax of
Polylight for the year ended 31 December 2004 was approximately HK$74,000 and the loss
after tax for the year ended 31 December 2005 was approximately HK$74,000.

According to the financial due diligence on Polylight performed by the Company,
Polylight has been paying management fees to Polyray and Dynamic Mate based on a
management contract with each of them for sharing the profits made by Polylight. Such
management contracts will be terminated upon the date on which the last of the conditions
under the Polylight Sale Agreement has been fulfilled. Accordingly, the Directors are of the
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view that with a view to reflecting the profitability of Polylight, it is necessary to reverse such
management fees. By reversing the management fees paid by Polylight to Polyray and Dynamic
Mate, the profit before tax of Polylight would have been adjusted upward by approximately
HK$3,872.000 and approximately HK$2,748.000 for the years ended 31 December 2005 and
31 December 2004 respectively. Details of the financial information of Polylight have been set
out in the accountants’ report on Polylight and the pro forma financial information of the
Enlarged Group in appendix III and appendix 1V respectively to this circular.

REASONS FOR AND BENEFIT OF THE ACQUISITION

The Group is principally engaged in the manufacturing and sales of garment in the PRC
and the Group has diversified into the healthcare business by commencing establishment of a
new health centre at Nathan Road, Kowloon with approximately 20,000 sq.ft. for the provision
of health check, advanced diagnostic imaging services, day care observation services and
medical laboratory related services to the public.

Polyray is principally engaged in the provision of medical diagnostic services specialising
in laboratory testing and analysis and Polylight is principally engaged in the provision of
medical magnetic resonance imaging services. Through the Acquisition, the Group will be able
to expand its network complemented by an extension of the specialist network in Polyray and
Polylight.

The new health check centre offers an integrated one-stop day-time body health check
centre providing provision of comprehensive quality health check, advanced diagnostic
imaging services, day care observations services and medical laboratory related services to
clients. By employing the provision of medical diagnostic services and provision of medical
magnetic resonance imaging services offered by Polyray and Polylight, the Acquisition will
enable the Group to strengthen and broaden the technological support to the first health check
centre of the Group. The Acquisition will also better position the Group in the healthcare
industry by developing a centre with a laboratory testing support company with a long
operating record. With the existing clientele of Polyray and Polylight as well as their existing
revenue base, the Directors believe that the Group will be able to maximise its market share
in health check related industry by way of the Acquisition. The Directors believe that the terms
of the Polyray Sale Agreement and Polylight Sale Agreement are fair and reasonable and in the
interests of the Shareholders as a whole.

FINANCIAL AND FUTURE PROSPECTS

The financial position of the Company has been strengthened in all aspects by issuing the
convertible notes of the Company to a subsidiary of Town Health International Heldings
Company Limited during the year ended 31 March 2006. The Group has commenced (o
establish a new health centre for the provision of health check, advanced diagnostic imaging
services, day care observation services and medical laboratory related services in Hong Kong.
It is anticipated that the new centre will be in operation in late 2006. The new centre will be
located at basement 2, of Majestic Centre, 348 Nathan Road, Kowloon, Hong Kong and will
be equipped with advanced instruments and medical technology equipments to provide
integrated health check services to clients.

- 10 -
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In view of the increase in public awareness of the importance of health and the average
of the people’s life expectancy in Hong Kong. the demand for health check services is
promised. The Board is optimistic on the Group’s future growth prospects in health care
business and expects the new centre will be able to generate satisfactory returns to the Group
in the long term.

FINANCIAL EFFECT OF THE ACQUISITION

Immediatety following Completion, Polyray and Polylight will become wholly owned
subsidiaries of the Group and their results will be consolidated into the accounts of the Group.

As set out in the unaudited consolidated balance sheet of the Group contained in
Appendix 1 to this circular, the Group had unaudited total assets of approximately HK$121
million as at 30 September 2006. Based on the total assets of the Group as at 30 September
2006 and assuming completion of the Acquisition, the unaudited pro forma total assets will be
approximately HK$124 million as shown in the unaudited pro forma consolidated balance
sheet of the Enlarged Group contained in appendix 1V to this circular. The loss before taxation
will decrease from approximately HK$45 million to approximately HK$38 million as shown
in the unaudited pro forma consolidated income statement of the Enlarged Group. Details of
the information regarding the effect of the Acquisition on the results, cashflow and assets and
liabilities of the Group can be referred to in details in appendix 1V in this circular.

SGM

The Acquisition constitutes a very substantial acquisition on the part of the Company
under Chapter 14 of the Listing Rules which requires the approval by the Shareholders at the
SGM under Rule 14.49 of the Listing Rules. The SGM will be convened and held for the
Shareholders to consider and, if thought fit, to approve the Polyray Sale Agreement and the
Polylight Sale Agreement and the transactions contemplated thereunder.

There is set out on pages 151 o 152 of this circular a notice convening the SGM to be
held at Shop No. 3, Level 3, Hilton Plaza Commercial Centre, No. 3-9 Shatin Centre Street.
Shatin, New Territories, Hong Kong, on Thursday. 30 November 2006 at 9:00 a.m., at which
resolution will be proposed o the Shareholders to approve. among other things, the Polyray
Sale Agreement and Polylight Sale Agreement.

No Shareholder is required to abstain from voting in relation to the Polyray Sale
Agreement and Polylight Sale Agreement.

There was no (i) voting trust or other agreement or arrangement or understanding entered
into by or binding upon any Shareholders; or (ii) obligation or entitlement whereby any
Shareholders had or might have temporarily or permanently passed control over the exercise
of the voting rights in respect of their Shares to a third party, either generally or on a
case-by-case basis as at the Latest Practicable Date,

There is no discrepancy between the beneficial shareholding interest of any Shareholders
in the Company as disclosed in this circular and the numbers of Shares in respect of which they
will control or will be entitled to exercise control over the voting rights at the SGM.

A form of proxy for use at the SGM is enclosed. Whether or not the Shareholders are able
1o attend the SGM in person, they are requested to complete the accompanying form of proxy
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in accordance with the instructions printed thereon and return it to the Company’s branch share
registrar in Hong Kong, Tengis Limited at 26/F, Tesbury Centre, 28 Queen’s Road East, Hong
Kong as soon as possible but in any event not less than 48 hours before the time for holding
of the SGM or any adjournment thereof. Return of the form of proxy will not preclude
Sharcholders from attending and voting in person at the SGM should they so wish.

POLL PROCEDURE

According to bye-law 70 of the Bye-laws, at any general meeting a resolution put to the
vote of the meeting shall be decided on a show of hands unless a poll is (before or on the
declaration of the result of the show of hands or on the withdrawal of any other demand for
a poll) demanded by:

(a) the chairman of the meeting; or

(b)Y at least three Shareholders present in person (or, in the case of a Shareholder being
a corporation, by its duly authorised representative) or by proxy for the time being
entitled to vote at the meeting; or

{c) any Shareholder or Shareholders present in person (or, in the case of a Shareholder
being a corporation, by its duly authorised representative) or by proxy and
representing not less than one-tenth of the total voting rights of all the Shareholders
having the right to vote at the meeting; or

(d) any Shareholder or Shareholders present in person (or. in the case of a Shareholder
being a corporation, by its duly authorised representative) or by proxy and holding
Shares in the Company conferring a right to vote at the meeting being Shares on
which an aggregate sum has been paid up equal to not less than one-tenth of the total
sum paid up on all Shares conferring that right.

A demand by a person as proxy for a Shareholder or, in case of a Shareholder being a
corporation. by its duly authorised representative shall be deemed to be the same as a demand
by a Shareholder.

RECOMMENDATION

The Directors believe that the terms of the Polyray Sale Agreement and the Polylight Sale
Agreement are fair and reasonable and in the interests of the Shareholders as a whole,
Accordingly, the Directors recommend the Shareholders to vote in favour of the relevant
resolution to be propesed at the SGM.

GENERAL INFORMATION

Your attention is drawn to the additional information set out in the appendices to this
circular.

Yours faithfully,
By Order of the Board
Hong Kong Health Check and Laboratory Holdings Company Limited
Chi Chi Hung, Kenneth
Chairman
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APPENDIX 1 FINANCIAL INFORMATION OF THE GROUF

1. SUMMARY OF FINANCIAL RESULTS FOR THE THREE YEARS ENDED
31 MARCH 2006

Set out below is a summary of the audited consolidated income statements and balance
sheets of the Group for the three financial years ended 31 March 2006 and the unaudited
consolidated income statements of the Group for the six months ended 30 September 2005 and
2006 and the unaudited consolidated balance sheets of the Group for the six months ended 30
September 2006. as extracied from the Company’s annual reports for the three years ended 31
March 2006 and the interim report for the six months ended 30 September 2006,

Unaudited
Consolidated Income

Statement
For the six months ended
30 September

Audited
Consolidated Income Statement
Year ended 31 March

2006 2005 2006 2005 2004

HKS'000 HK$'000 HK$'000 HK$'000 HK$'000

Turnover 566 1,698 1,450 4,150 23117

Cost of sales {(308) {1,458) {1,381} (5,010) (20,917)

Gross {loss)/profit 258 240 69 (860) 2,200

Qther revenues 654 20 233 619 603

Other net income - - 1,236 1,980 8.872
Net unrealised holding losses

on other investments - (2.140) - (10,317 -

Fair value loss on financial

assets at fair value through

profit or loss 2,203 - (1.260) - -

Administrative and other

operaling expenses (11,514) (1.915) (5.618) (17.081) (9,954)
Impairment losses - - (36,579) - -
Loss on disposal of subsidiaries - - - (13 -
Finance costs {2.412) (1.651) (3.407) (3.087) (1,601)
(Loss)/profit before taxation {10.811) (5,446) {45,346) (28,759) 122
Taxation - (8) - {10) (26)
(Loss)profit for the year (10.811) (5,454) (45,346) (28,769) 96
Attributable to:

Equity holders of the Company (10.811) {5.454) (45,346) {28.769) 103
Minority interests - - - - (7)

(10.811) {(5,454) (45,346) (28,769) 96
(Loss)learnings per share on

{loss)/profit for the year

attributable to the equity

holders of the Company

- Basic (0.93) cents (0.62) cents  (4.9) cents (3.89) cents 0.02 cents

- Diluted (0.93) cents (0.60) cents  {4.9) cems (3.83) cents N/A

There were no extraordinary or exceptional items during the years ended 31 March 2004,
2005 and 2006 and no dividends were declared or paid during the years ended 31 March 2004,
2005 und 2006.
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Non-current assets
Property, plant and equipment

Current assets
Inventories
Trade and other receivables
Investments in securities
Bank balances and cash

Less: Current liabilities
Trade ard other payables
Short-term borrowings

- due within one year

Net current assets

Total assets less current
liahilities

Less: Non-current liabilities
Convertible Notes |

Net assets

Capital and reserves
Share capital
Reserves

Equity attributable to the equity

holders of the Company
Minority interest

Consolidated
balance sheet
As at 30 Consolidated balance sheet
September As at 31 March
2006 2006 2005 2004
(Unaudited) {Audited) (Audited) {Audited)
HKS HKS$ HK3 HKS
(Restated)

1,126 12 10,991 20,021

- - ) 399

66,621 22,765 41.859 50.540
18,213 16,170 17,430 29.426
34,796 47,202 2,146 15,157
119,630 86,137 61,441 95,522
4,630 5,009 4,772 22,987
70,014 34,993 46,848 49,150
74,644 40,002 51,620 72,137
44,986 46,135 9,821 23,385
46,112 46,147 20,812 43,406
46,050 44,274 - 249

62 1,873 20,812 43,157

1,595 11,595 8,829 73,580
(20,533) {9,722) 11,983 (30,423)
(8,938) 1,873 20,812 43,157
9,000 - - -

62 1.873 20,812 43,157
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2. THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED

31 MARCH 2006

The following information has been extracted from the annual report of the Company for

the year ended 31 March 2006.

Consolidated Income Statement
For the year ended 31 March 2006

Turnover
Cost of sales

Gross profit/(loss)
Other operating income
Fair value loss on financial assets
at fair value through profit or loss
Net unrealized holding losses
on other investments
Impairment losses
Loss on disposal of subsidiaries
Administrative expenses
Finance costs

Loss before taxation
Taxation

Loss for the year attributable to the
equity holders of the Company

Dividends

Loss per share
Basic

Diluted

Nates

11

10

15

16

17

{7

2006 2005
HKS$'000 HK$'000
1,450 4,150
(1.381) (5.010)

69 (860)

1,469 2,599
{1,260) -

- (10,317)

(36,579) -

- (13)

(5,638) (17,081)
(3,407) (3,087)
(45,346) (28.759)

- (10)

(45,346) (28,769)
(4.9) cents (3.9) cents
(4.9) cents (3.8) cents

No dividends were declared or paid during the two years ended 31 March 2006.
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Consolidated Balance Sheet
As at 31 March 2006

Non-current assets
Property, plant and equipment

Current assels
Inventories
Trade and other receivables
Investments in securities
Bank balances and cash

Less: Current liabilities
Trade and other payables
Short-term borrowings — due within one year

Net current assets

Total assets less current liabilities

Less: Non-current liabilities
Convertible Notes 1

Net assets

Capital and reserves
Share capital
Reserves

Equity attributable to the equity holders
of the Company

—16 -

Notes

{8

20
21

23

24

25
27

2006 2005
HK$'000 HKS$'000
12 10,991

- 6
22,765 41,859
16.170 17,430
47,202 2,146
86,137 61,441
5.009 4,772
34,993 46,848
40,002 51,620
46,135 9,821
46,147 20.812
44,274 -
1,873 20,812
11.595 8,829
(9,722) 11,983
1,873 20,812
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Balance Sheet
As ar 31 March 2006

Non-current assets
[nterests in subsidiaries

Current asscts
Amounts due from subsidiaries
Other receivables
Bank balances and cash

Less: Current liabilities
Other payables

Net current assets

Total assets less current liabilities

Less: Non-current liabilities
Convertible Notes 1

Net assets

Capital and reserves
Share capital
Reserves

Equity attributable to the equity helders
of the Company

17 -

Notes

19

19
20

22

24

25
27

2006 2005
HK$'000 HK$'000
64,156 4,174
9 8
9,628 1,561
73,793 5.743
1,752 1,039
72,041 4,704
72,041 4,704
44,274 -
27,767 4,704
11,595 8,829
16,172 (4,125)
27,767 4,704
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Consolidated Statement of Changes in Equity
For the year ended 31 March 2006

2006 2005
HK$'000 HK$'000

Opening balance of equity 20,812 43157
Exchange difference on translation

of foreign operations 2 -
Net income recognized directly in equity 2 -
Loss for the year attributable to the equity holders

of the Company (45.346) (28,769)
Total recognized expenses for the year (45,344) (28,769)
Issue of shares 10.510 6,621
Share issue expenses (167) (197)
Equity component of Convertible Notes | 16,062 -

26,405 6.424

Closing balance of equity 1,873 20,812
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Consolidated Cash Flow Statement
For the yvear ended 31 March 2006

Net cash used in operating activities

Cash flows from investing activities
Paymenis to acquire property,
plant and equipment
Deposit paid for acquisition of the Equipments
Payments to acquire investments in securities
Disposal of subsidiaries
Proceeds from disposal of property,
plant and equipment
Proceeds from disposal of listed securities

Net cash (used in)/generated from
investing activities

Cash flows from financing activities
Net proceeds from issue of new shares
Net proceeds from issue

of the Convertible Nates |
New short-term borrowings raised
Repayment of short-term borrowings
Repayment of hire-purchase contracts

Net cash generated from financing activities

Increase/(decrease) in cash
and cash equivalents

Cash and cash equivalents at beginning
of the year

Effect of foreign exchange rate changes

Cash and cash equivalents at end of the year

Analysis of the balances of cash
and cash equivalents
Bank balances and cash

- 19 -

2006 2005

Notes HKS$'000 HKS$'000
28 (9,615) (19,884)
(12) (909)

(16,440) -

- (1,176)

11 - 1,145
- 823

- 1,216

(16,452) 1,099

10,343 6,424

60,000 -

19,321 47,320
(19,231) (47,642)
- (328)

70,433 5,774
44,366 (13,011)

2,146 15,157

690 -

47,202 2,146

47,202 2,146
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Notes to the Financial Statements
For the year ended 31 March 2006

1 CORPORATE INFORMATION

Town Health Medical Technology Holdings Company Limited (the “Company™) was incorporated in Bermuda
with limited liability. The shares of the Company were listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange™) on 13 October 1993,

The Company's registered office is situate at Canon's Court, 22 Victoria Street. Hamilton HM 12, Bermuda. and
its principal place of business is siluate at Shop 2B & 2C. Level 1, Hilton Plaza Commercial Centre, 3-9 Shatin Centre
Street, Shatin, New Territories, Hong Kong.

Pursuant to the special resolution passed by the Company’s shareholders at the special general meeting of the
Company held on 13 February 2006, the name of the Company was changed from “Starbow Holdings Limited” to
“Town Health Medical Technology Holdings Company Limited™ with effect from 27 February 2006.

The financial statements are presented in Hong Kong dollars, which is also the functional currency of the
Company.

The Company is an investment holding company, The Group is principally engaged in the manufacturing and
sules of garment in the People’s Republic of China (the “PRC™). Details of the Company’s subsidiaries are sel out
in Note 19,

2, CAPITAL RAISING ACTIVITIES
During the year ended 31 March 2006. the Company undertook the following capital raising activities:
{a) CN Subscription Agreement

On 9 December 2005, the Company entered into a conditional convertible notes subscription agreement
(the “CN Subscription Agreement™) with Top Act Group Limited. a company incorporated in the British Virgin
Islands with limited liability and an indirect wholly-owned subsidiary of Town Health Inlernational Holdings
Company Limited. Pursuant to the CN Subscription Agreement, Top Acl Group Limited agreed to subscribe
for the convertible notes (“Convertible Notes I'') of an aggregate principal amount of HK$60.000.000 {the “CN
Subscription™). At the initial conversion price of HK$0.041 per share (subject to adjustments), upon excrcise
in full of the conversion rights attached to the Convertible Notes I issued under the CN Subscription
Agreement, an aggregalte of 1.463.414.634 conversion shares would fall to be issued by the Company. The net
proceeds from the issuance of convertible notes would be used for the establishment of a new centre for the
provision of health check, advanced diagnostic imaging services. day care observation services and medical
laboratory related services in Hong Kong and general working capital for the Group.

Details of the CN Subscription were set oul in the Company’s circular dated 20 January 2006 and the
resolutions in respect of the CN Subscription were duly passed by the Company’s sharcholders at the special
general meeting of the Company held on 13 February 2006. Contpletion of the CN Subscription Agreement
tock place on 23 February 2006 and the Convertible Notes 1 were issued on 23 February 2006.

{b)  Shaure Subscription Agreement

On 9 December 2005, the Company entered into a share subscription agreemeni (the *Share
Subscription Agreement™) with Central View International Limited, a company incorporated in the British
Virgin Islands with limied liability and which is wholly-owned by Miss Choi Ka Yee, Crystal. Pursvant to the
Share Subscription Agreement, Central View International Limited agreed to subscribe for and the Company
aprecd to allot and issue 100,000,000 new shares for cash consideration at a subscription price of HK$0.038
each (the “Share Subscription™). The aggregate gross and net proceeds from the Share Subscription of
approximately HKS3.8 million would be used as general working capital for the Group.
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Details of the Share Subscription were set out in the Company's circular dated 20 January 2006 and the
resolutions in respect of the Share Subscription were duly passed by the Company's shareholders at the special
general meeting of the Company held on 13 February 2006. Completion of the Share Subscription Agreement
took placc on 23 February 2006 and the 100,000,000 new shares were issued on 23 February 2006. The new
shares issued rank pari passu in all respects with all other shares then in issue,

{c)  Share Placing Agreement

On 9 December 2005, the Company entered into a share placing agreement (the “Share Placing
Agreement™) with a placing agent. Pursuant to the Share Placing Agreement, the Company agreed 1o place,
through the placing agent on a best effort basis, 176,580.000 new shares (the “Placing Shares™) at a price of
HKS$0.038 each to not fewer than six independent investors. The net proceeds from the Placing Shares would
be used as general working capital for the Group.

Dretails of the Share Placing were set out in the Company’s circular dated 20 January 2006. The Placing
Shares were issucd on 26 Janvary 2006 purssant to the general mandate granted to the Company’s directors
at the annual general meeting of the Company held on 23 August 2005. The new shares issued rank pari passu
in all respects with all other shares then in issue,

{(d} CN Placing Agreement

On § December 2005, the Company entered into a conditional convertible notes placing agreement (the
*CN Placing Agreement™) with a placing agent. Pursuant to the CN Placing Agreement, the placing agent
agreed (o place. on a best effort basis, up to an aggregate principal amount of HK$60,000,000 convertible notes
(“Convertible Notes IT7) to not fewer than six independent investors (the “CN Placing™).

Details of the CN Placing were set oul in the Company's circular dated 20 January 2006 and the
resolutions in respect of the CN Placing were duly passed by the Company’s shareholders at the special general
meeting of the Company held on 13 February 2006. The CN Placing has not yet been completed as at 31 March
2006 and wp to the date of approval of these financial statements.

3. APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES

In the current year, the Group has applicd. for the first time. a number of new Hong Kong Financial Reporting
Standards (“HKFRSs"), Hong Kong Accounting Standards ("HKASs™) and Interpretations (hereinafter collectively
referred to as “new HKFRSs"} issued by the Hong Kong Institute of Certified Public Accountants that are effective
for accounting periods beginning on or after 1 Janvary 2005. The adoption of the new HKFRSs has resulted in
changes o the Group's accounting policies in the following areas that have an effect on how the results for the current
or prior accounting years are prepared and presented:

Financial instruments

In the curremt year. the Group has applied HKAS 32 “Financial instruments: Disclosure and
Presentation” and HKAS 39 “Financial instruments: Recognition and Measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective for annual periods beginning on or after 1 January
2005, generally does not permit the recognition, derecognition or measurement of financial assets and
liabilities on a retrospective basis. The principal effects resulting from the implementation of HKAS 32 and
HKAS 39 arc summarized below:

Classification and measurement of financial assets and financial liabilities

The Group has applied the relevant transitional provisions in HKAS 39 with respect to the classification
and mcasurcment of financial assets and financial liabilities that are within the scope of HKAS 39.
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Debt and equity securities previously accounted for under the benchmark treatment of Statement of
Standard Accounting Practice {“SSAP") 24

By 31 March 20035. the Group classified and measured its debt and equity securilics in accordance with
the benchmark treatment of Statement of Standard Accounting Practice 24 (SSAP 24). Under SSAP 24,
investments in debt or equity securities are classified as “investment securities”. “other investments™ or
“held-1o-maturity investments™ as appropriate. “Investment securities™ are carried at cost less impairment
losses {if any) while “other investments™ are measured at fair value, with unrealized gains or losses included
in profit or loss, “Held-to-maturity investments™ are carried at amortized cost less impairment losses (if any).
From | April 2005 onwards, the Group has classified and measured its debt and equity securilies in accordance
with HKAS 39.

Under HKAS 39, financial assets are classified as “financial assets at fair value through profit or loss™,
“available-for-sale financial assets”. “loans and receivables™ or “held-to-maturity financial assets”. “Financial
asscts at fair valuc through profit or loss™ and “available-for-sale financial assets™ are carried at fair value, with
changes in fair values recognized in profit or loss and equity respectively. Available-for-sale equity
investments that do not have quoted market prices in an active market and whose fair value cannot be reliably
measured and derivatives that are linked to and musi be settled by delivery of such unquoted equity instruments
arc measured at cost less-impaivment afier initial recognition. “Loans and receivables” and “held-to-maturity
financial assets” are measured at amortized cost using the effective interest method afier initial recognition.

All investments in securities of the Group as at 31 March 2005 amounting to HK$17.430.000 have been
reclassified to “financial assets at fair value through profit or loss™ in accordance with HKAS 39 on 1 April
2005. The adoption of this new standard has had no material effect on how the results for the prior accounting
years are prepared and presented. Accordingly, no adjusiment has been required on 1 April 2005.

Financial assets and financial liahilities other than debr and equity securities

From 1 April 2005 onwards, the Group has classified and measured its {inancial assets and financial
liabilities other than debt and equity securities (which were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39, As mentioned above, financial assets under HKAS 39 are
classificd as “financial assets at fair value through profit or loss”, *available-for-sale financial assets”, “loans
and receivables”™ or “held-to-maturity financial asscts”. Financial liabilities arc gencrally classified as
“financial lizbilities at fair value through profit or loss™ or “other financia! liabilities™. Financial liabilities at
fair value through profit or loss are measured at fair value, with changes in fair value being recognized in profit
or loss directly. Other financial liabilities are carricd al amortized cost using the effective interest method after
initial recognition. This change has had no material effect on the results for the current and prior accounting

periods.
Share-based payments

In the current year, the Group has applied HKFRS 2 “Share-based Payment™ which requires an expense
to be recognized where the Group buys goods or obtains services in exchange for shares or rights over shares
(“equity-settled transactions™), or in exchange for other assets equivalent in value to a given number of shares
or righls over shares (“cash-settled transactions™). The principal impact of HKFRS 2 on the Group is in relation
to the expensing of the fair value of share options granted to directors and employees of the Company.
determined at the date of grant of the share options. over the vesting period. Prior to the application of HKFRS
2, the Group did not recognize the financial effect of these sharc options until they were exercised. The Group
is required to apply HKFRS 2 retrospectively to share options that were granted after 7 November 2002 and
had not yet vested on 1 January 2005. The adoption of this new standard has had no material cffect on how
the results for the prior accounting years are prepared and presented as all share options granted prior to 1
January 2005 were vested before 1 January 2003, Accordingly, no prior year adjustment has been required.
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The HKICPA has issued the following standards and interpretations that are not yet effective. The Group
has considered the following standards and interpretations but does not expect they will have a material effect
on how the results of operations and financial position of the Group are prepared and presented.

Notes
HKAS | (Amendment) Capital Disclosures !
HKAS 19 (Amendment)  Actuarial Gains and Losses, Group Plans and Disclosures 2
HKAS 21 (Amendment)  Net Investment in a Foreign Operation 2
HKAS 39 (Amendment)  Cash Flow Hedge Accounting of Forecast Intragroup 2
Transactions
HKAS 39 (Amendment) The Fair Value Option
HKAS 39 & HKFRS 4 Financial Guarantee Contracts 2
{Amendments)
HKFRS 1 & HKFRS & First-time Adoption of Hong Kong Financial Reporting 2
(Amendments) Standards and Exploration for and Evaluation of Mineral
Resources
HKFRS 6 Exploration for and Evaluation of Mineral Resources 2
HKFRS 7 Financial Instruments: Disclosures !
HKFRS-int 4 Determining whether an Arrangement Contains a Lease 2
HKFRS-Int 5 Rights to Interests Arising from Decommissioning, Resteration 2
and Environmental Rehabilitation Funds
HK(IFRIC)-Int 6 Liabilities arising from Participating in & Specific Market 3
— Waste Electrical and Electronic Equipment
HK(IFRIC})-Int 7 Applying the Restatement Approach under HKAS 29 Financial 4
Reporting in Hyperinflationary Economies
HK({IFRIC)-Int 8 Scope of HKFRS 2 5
HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives V]
Notes:
1. Effective for annual periods beginning on or after 1 January 2007,
2. Effective for annual periods beginning on or after 1 January 2006.
3. Effective for annual periods beginning on or after 1 December 2005.
4, Effeclive for annual periods beginning on or after 1 March 2006,
5 Effective for annual periods beginning on or after 1 May 2006.
6. Effcctive for annual periods beginning on or after 1 June 2006.

4. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the historical cost basis except for certain
financial instruments which are measured at fair values, as explained in the accounting policies set out below.

The consolidated financial statements have been prepared in accordance with HKFRSs. In addition, the
consolidated financial statements include applicable disclosures required by the Rules Governing the Listing of

Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”} and by the Hong Kong Companies
Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its
subsidiaries made up to 31 March euch year.
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The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the cffective date of acquisition or up to the effective date of disposal, as appropriate.
Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the Group.

All significant intra-group transactions, balances, income and expenses are eliminated on consolidation.
Goodwill

Goodwill arising on an acquisition of a subsidiary represents the excess of the cost of acquisition over
the Group's interest in the fair value of the identifiable assets, liabilities and contingent liabilities of the
relevant subsidiary at the date of acquisition. Such goodwill is carried at cost less any accumulated impairment
losses. Capiltalized goodwill arising on an acquisition of a subsidiary is presenied separately in the balance
sheet.

For the purposes of impairment testing, goodwill arising from an acquisition is allocated to each of the
retevant cash-generating units, or groups of cash-generating units, that are expected to benefit from the
synergies of the acquisition. A cash-generating unit 1o which goodwill has been allocated is tested for
impairment annually, and whenever there is an indication that the unit may be impaired. For goodwill arising
on an acquisition in a financial year. the cash-generating unit to which goodwill has been allocated is 1ested
for impairment before the end of that financial year. When the recoverable amount of the cash-generating unit
15 less than the carrying amount of the unit, the impairment loss is allocated to reduce the carrying amount of
any goodwill allocated to the unit first, and then to the other assets of the unit pro rata on the basis of the
carrying amount of each asset in the unit. Any impairment loss for goodwill is recognized directly in the
income statement. An impairment loss Tor goodwill is not reversed in subsequent periods.

On subsequent disposal of a subsidiary, the atribuiable amount of goodwill capitalized is included in
the determination of the amount of profit or loss on disposal.

Investments in subsidiaries

A subsidiary is a company that is controlled by the Company, where the Company has the power to
govern the financial and operating policies of such company so as to obtain benefits from its activities.

In the Company's balance sheet, the investments in subsidiaries are stated at cost less provision for
impairment lasses. The results of subsidiaries are accounted for by the Company on the basis of dividends
reccived and receivable.

Property, plant and equipment

Property, plamt and eguipment are stated at cost less accumulated deprecialion and accumulated
impairment losses.

Depreciation is provided to write off the cost of items of property, plant and equipment over their
estimated useful lives and after taking into account their estimated residwal value, wsing the straight-line
method. at the following rates per annum:

Plant. machinery and equipment: 10% to 20%
Furniture and fixtures: 10%
Motor vehicles: 10%

An item of property, plant and equipment is derecognized vpon disposal or when no future economic
benelits are expected to arise from the continued use of the asset. Any gain or loss arising on derecognition
of the asset {calculated as the difference between the net disposal procecds and the carrying amount of the
item) is included in the income statement in the year in which the item is derecognized.

Inventories

Inventories are statcd at the lower of cost and net realizable value. Cost is calculated using the first-in,
first-out method.
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Financial instruments

Financial assets and financial liabilities are recognized on the balance sheet when a group entity
becomes a parly Lo the contractual provisions of the instruments. Financial assets and financial liabilities are
initially measured at fair value. Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities {other than financial assets and financial liabilities at fair value through
protit or loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of financial assets
or finuncial liabilities at fuir value through profit or loss are recognized immediately in profit or loss.

Financial assets

The Group's financial asscis are classified into two categories. financial assets at fair value through
profit or loss and louns and receivables. All regular way purchases or sales of financial assets are recognized
and derecognized on a trade date basis. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of ussets within the time frame established by regulation or convention in the
marketplace. The accounting policies adopted in respect of each category of financial assets are set out below:

Financial assets at fair value through prafic or loss

Financial assets at Tair value through profit or loss has two sub-categories, including linancial assets
held for trading and those designated at fair valuc through profit or loss on initial recognition. At each balance
sheel date subsequent to initial recognition, financial assets at fair value through profit or loss are measured
at fair value, with changes in fair value recognized directly in profit or loss in the period in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. At cach balance sheet date subsequent to initial recognition, loans and
receivables (including trude and other receivables) are carried at amortized cost using the effective interest
method. less any idemtificd impairment losses. An impairment loss is recognized in profit or loss when there
is objective evidence that the asset is impaired. and is measured as the difference between the assets’ carrying
amount and the present value of the estimated future cash flows discounted at the original effective interest
rate. Impairment losses are reversed in subsequent periods when an increase in the asset’s recoverable amount
can be related objectively to an event occurring afier the impairment was recognized. subject to a restriction
that the carrying amount of the asset at the date the impairment is reversed does not exceed what the amortized
cost would have been had the impairment not been recognized.

Financial liabilities and equity
Financial liabilities and equity insiruments issued by a group entity are classified according to the
substance of the contractual arrangements entercd into and the definitions of a financial liability and an equity

instrument.

An equity instrument is any contract that evidences a residual interest in the assets of the group after
deducting all of its liabilities.

The accounting policies adopted in respect of financial liabilities and equity instruments are sel oul
below:

Financial Liabilities

Financial liabilities including trade and other payables, short-term horrowings and convertible notes are
subscquently measured at amortized cost, using the effective interest method.

Convertible notes
Canvertible notes issued by the Group that contain both financial liability and equity components are
classified separately into respective liability and equity components on initial recognition. On initial

recognition, the fair value of the liability component is determined using the prevailing market interest of
similar non-convertible debts. The difference between the proceeds of the issue of the convertible notes and
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the fair valuc assigned to the liability component. representing the embedded option for the holder te convert
the lean notes inte equity. is included in equity (convertible notes equity reserve). In subsequent periods, the
liability component of the convertible notes is carried at amortized cost using the effective interest method.
The equity component, represeated by the option to convert the liability component into ordinary shares of the
Company, will remain in convertible notes equity reserve until the embedded option is exercised (in which case
the balance stated in convertible notes equity reserve will be transferred to share premium). Where the option
remains unexercised at the expiry date, the balance sizted in convertible notes equity reserve will be released
to retained earnings. No gain or loss is recognized in the consolidated income statcment vpon conversion or
cxpiration of the option.

Transactlion costs, if any that relate to the issue of the convertible notes are allocated to the liability and
equity components in proportion to the allocation of the proceeds. Transaction cosls relating to the equity
component are charged direcily to equity. Transaction costs relating to the liability component are included in
the carrying amount of the liability portion and amortized over the period of the convertible notes using the
effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received. net of direct issue
costs.

Provisions

Provisions are recognized when the Group has a present obligation as a result of a past event, and it is
probable that the Group will be required 10 settle that obligation. Provisions are measured at the directors® best
estimate of the cxpenditure required to settle the obligation at the balance sheet date, and are discounted to
present value where the effect is material.

Equity settled share-based payment transactions
Share options granted 1o directors and employees of the Company

The fair value of services received determined by reference to the fair value of share options granted
at the grant date is expensed on a straight-line basis over the vesling period with a corresponding increase in
equity (sharc options reserve),

At the rime when the share options are exercised, the amount previously recognized in share oplions
reserve will be transferred to sharc premium. When the share options are forfeited or are still not exercised at
the expiry date, the amount previously recagnized in share options reserve will be transferred to retained
praofits/accumulated losses.

Impairment losses (other than goodwill)

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If the
recaverable amount of an asset is estimated to be less than 115 carrying amount, the carrying amount of the asset
is reduced Lo its recoverable amount. An impairment loss is rccognized as an expense immediately unless the
relevant asset is carried at a revalued amount under another standard, in which case the impairment loss is
treated as & revaluation decrease under that standard.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognized for the asset in
prior years. A reversal of an impairment loss is recognized as income immedialely unless the relevant assel is
carried at a revalued amount under another standard, in which case the reversal of the impairment loss is
treated as a revaluation increase under that other standard.

Revenue recognition

Sales of goods are recognized when goods are delivered and title has passed.
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Interest income (rom bank deposits is accrued on a time basis, by reference to the principal oulstanding
and a1 the effective interest rate applicable,

Taxation
Income tax expense represents the sum of the tax curreatly payable and deferred rax,

The tax currently payable is based on taxable profit for the ycar. Taxable profit differs from net profit
as reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years, and it further excludes income statement items that are never taxable or deductible.

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax bases used in the computation of taxable profit.
and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognized
for all taxable temporary differences and delerred tax assets are recognized Lo the extent that it is probable that
taxable profits will be available against which deductible temporary differences can be utilized. Such assets
and liabilitics are not recognized if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences arising on investments in
subsidiaries. except where the Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the loresecable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced 1o the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset 1o be recovered.

Decferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realized, Deflerred tax is charged or credited to the income statement, except when it
relates to items charged or credited directly to equity. in which case the deferred tax is also dealt with in equity.

Retirement benefits costs

Paymenis to Mandatory Provident Fund Scheme and state-managed retirement benefits schemes are
charged as expenses as they {all due. The Group's obligations under state-managed retirement benefits schemes
are cquivalent to those arising in a defined contribution retirement benefits scheme.

Foreign currencies

In preparing the financial statements of cach individual group entity, transactions in currencics other
than the functional currency of that entity (foreign currencies) are recorded in its functional currency (i.e. the
currency of the primary economic environment in which the entity operates) at the rates of exchanges
prevailing on the dates of the transactions. At each balance sheet date. monetary items denominated in foreign
currencies are retranslated al the rates prevailing on the balance sheet date, Non-monetary itemns carried at fair
value that are denominated in foreign currencies are retranslated at the rates prevailing on the date when the
fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
cufrency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary
items, are recognized in profit or loss in the period in which they arise, except for exchange differences arising
on 3 monetary item that forms part of the Group’s net investmenl in a foreign operation in which case, such
exchange differences are recognized in equity in the consolidated financial statements. Exchange differences
arising on the retranslation of non-monetary items carried at fair value are included in profit or loss {or the
period except for differences arising on the retranslation of non-monctary items in respect of which gains and
losses are recognized directly in equity, in which cases, the exchange differences are also recognized directly
in cquity.
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For the purposcs of presenting the consolidated financial statements, the assets and liabilitics of the
Group’s foreign operations arc translated into the presentation currency of the Company (i.e. Hong Kong
dollars) at the rate of exchange prevailing at the balance sheet date, and their income and expenses are
translated at the average cxchange rates for the year, unless exchange rates fluctuate significantly during the
periad. in which case. the exchange rates prevailing at the dates of transactions are used. Exchange differences
arising, il any, are recognized as a separate component of equity (the wranslalion reserve). Such exchange
differences are recognized in profit or loss in the period in which the Toreign operation is disposed of.

Goodwill and fair value adjustments on identifiable assets acquired arising on an acquisition of a forgign
operation on or after | April 2005 are treated as assets and liabilities of that foreign operation and translaled
at the rate of exchange prevailing at the balance sheet date. Exchange differences arising are recognized in the
translation reserve.

Leasing

Leases are classified as finance teases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases ure charged to profit or loss on a stiraight-line basis aver the term
of the relevant lease. Bencfits received and reccivable as an incentive to enter inte an operating lease are
recognized as a reduction of rental expense over the Jease term on a straight-line basis,

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of asseis and
liabilities within the next financial year, are discussed below,

Estimated impairment of property, plant and equipment

The Group evaluates whether items of property, plant and equipment have suffered any impairment
whencver events or changes in circumstances indicate Lhat the carrying amount of the assets may nol be
recoverable, in accordance with the stated accounting policy. The recoverable amounts of cash-generating units
have been determined based on value-in-use calculations. These calculations require the use of estimates.

Estimated useful lives of property, plant and equipment

Management determines the estimated uscful lives and related depreciation charges for its property.
plant and equipment. This estimate is based on the historical experience of the actual useful lives of property,
ptant and equipment of similar nature and funciions. It could change significantly as a result of technical
innovations and compelitor actions in response to severe industry cycles. Management will increase the
depreciation charge where usclul lives are less than previously estimated. or it will write-off or writec-down
technically obsolete or non-strategic assets that have been abandoned or sold.

Impairment loss of trade and other receivables

The Group's policy for doubtful receivables is based on the on-geing evaluation of the collectability and
aging analysis of the trade and other receivables and on management’s judgments. Considerable judgment is
required im assessing the ultimate realization of these receivables, including the current creditworthiness and
the past collection history of each debtor, and the present values of the estimated future cash flows discounted
at the effective interest rates. If the financial conditions of the Group's debtors were to deteriorate, resulting
in an impairment of their ability to make payments, additional impairment loss of trade and other receivables
may be required.
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6. FINANCIAL RISK MANAGEMENT

The Group's major financiul instruments include wrade and other receivables, investments in secerities. bank
balances and cash. trade and other payables. short-lerm borrowings and convertible notes. Delails of these financial
instruments are disclosed in the respective notes. The risks associated with these financial instruments and the
policies on how to mitigate these risks are set out below. The management manages and monitors these exposures
to ensure appropriate measures are implemented on a timely and effective manner.

Currency risk

Certain trade and other receivables, bank balances and cash, trade and other payables and short-term
borrowings of the Group arc denominaled in forcign currencics. The Group currently does not have a foreign
currency hedging policy. However, the managemenl monitors foreign exchange exposure and will consider
hedging significant foreign currency cxposure should the necd arise.

Credit risk

The Group’s maximum exposure to credit risk in the event of the counterpartics failure to perform their
obligations as at 31 March 2006 in relation to each class of recognized financial assets is the carrying amount
of those assets as stated in the consolidated balance sheel. In order to minimize the credit risk, the management
of the Group has delegated a team responsible for monitoring procedures to ensure thal follow-up action is
taken to recover overdue debis. In addition, the Group reviews regularly the recoverable amount of each
individual reccivable to cnsure thal adequale impairment losses are made for irrecoverable amounts. In this
regard, the management considers that the Group's credit risk is significantly reduced.

Interest rate risk

The Group's fair value interest rate risk relates to its fixed-rate borrowings.
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7.

year,

TURNOVER AND SEGMENT INFORMATION

Turnover represents amounts reccived and receivable from outside customers from sales of products during the

In accordance with the Group's internal financial reporting, the Group has delermined that business segments
be presented as the primary reporting format and geographical segments as the secondary reporting format.

Business segments

TURNOVER

RESULTS

Segmen resuls

Unaltocated corporate income
and expenses

Loss on disposal of subsidiaries

Finance costs

Loss befare taxation
Taxation

Loss for the year

ASSETS
Sepment assets
Unallocalted assets

Total assets

LIABILITIES
Segment liabilities
Unallocated liabilities

Total Liabilites

OTHER INFORMATION

Capital expenditure

Deprectatian of property, plant
and equipment

(Gain)/Loss on disposal of
property, plant and equipment

Impairment loss en property.
plant and equipment

Impairment Joss on trade and
other seceivables

Fair vatue loss on investments
in securities

Loss on disposal
of listed securities

Proviston of
healthcare and

medical checks Manufacturing and
services sales of garment Trading of securities Total

2006 2005 2006 2005 2006 2005 2006 2005
HKS'000  HKS'000 HKS'000 HES'000 HKS'000 HKS'000  HKS'O00  HKS'000
- - 1.450 4,150 - - 1450 4,150
- - (3149 (1.4 (1,345) (9,088)  (38.842)  (20.329)
(3,097) (5,330
- (13)
(3407 (3.087)
“5Mey (28959
- (10
(45.346) (28,769
2240 - 375 53,89 16,171 17434 38,947 710,823
47.202 1,609
86,149 72432
44,333 - 3ran 50,450 240 136 §2,544 50,606
1,732 Lo
84,276 51.620

12 - - 509 - -

- - 1,355 1.618 - -

- - (£08) 7498 - -

- - 8,492 - - -

- - 28,087 - - -

- - - - 1,260 10,317

- - - - - 494
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Geographical segments

The Group's opcrations are located in the PRC including Hong Kong and Macau and its rover is
substantially derived in the PRC including Hong Kong and Macau and its assets are also substantially located
in the PRC including Hong Kong and Macau. Accordingly, no analysis by geographical segment is presented.

OTHER OPERATING INCOME

Interest income from bank deposits

Sundry income

Gain on disposal of property, plant and equipment
Write-back of liabilities

LOSS BEFORE TAXATION

L.oss before taxation has been arrived at after charging:

Staff costs
- Directors” emoluments (Note 12)
- Other staff costs
— Other staff retirement benefils schemes contributions

Depreciation of property. plant and equipment
- Owned assets
- Leased assets

Impairment loss on property, plant and equipment (Nare 18}

Impairment loss on trude and other receivables (Nore 20)
Loss on disposal of property, plant and equipment

Loss on disposal of listed securities

Operating lease rentals in respect of land and buildings
Auditors’ remuneration

Cost of inventories expensed

-3 -

2006 2005
HK$'000 HK3 000
233 4]

- 578

108 -
1.128 1,980
1,469 2,599
2006 2005
HK3'000 HK3'000
273 945
1,001 1,858
54 205
1,328 3,008
1,355 1.581
- 37
1,355 1,618
§.492 -
28,087 -
- 7.498

- 494

107 518
313 280
1,381 5.010




APPENDIX 1 FINANCIAL INFORMATION OF THE GROUF

10. FINANCE COSTS

2006 2005

HK§'000 HK$ 000

Other interest - 1
Hire-purchase interest - 35
Interest on short-term bank loans wholly repayable within five years 3.011 3.051
interest on Convertible Notes | wholly repayable within five years 396 -
3,407 3,087

11.  LOSS ON DISPOSAL OF SUBSIDIARIES

During the year ended 31 March 2005, the Company disposed of its entire equity interests in Broadway Stars
Limited and Jeint China Trading Limited at a cash consideration of HK$1,144,350 and HKS$2 respectively. Further
details of the subsidiarics disposed of are disclosed in Note 19 1o the financial statements, The aggregate loss of
approximately HK313,000 arising from the disposal of these subsidiaries, being the difference between the aggregate
procecds of the disposal and the aggregate carrying amount of the net assets of these subsidiaries as at the respective
dates of disposal, was charged to the consolidated income statement. No tax charge or credit arose from the
transactions. The aggrepate carrying amounts of the assets and liabilities of the subsidiarics disposed of as at the
respective dutes of disposal were as follows:

2005
HK$'000

Net assets disposed of:
Other investments 1,145
Other receivables 28
Other payables (15)
Total net assels disposed of 1,158
Loss on disposal of subsidiaries (13)
Total consideration satisfied by cash 1.145
Less: Cash and cash equivalents disposed of -
Net cash inflow arising from disposal of subsidiaries 1.145
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DIRECTORS® EMOLUMENTS

The emoluments paid or payable to each of the Company’s directors are as follows:

For the year ended 31 March 2006

Executive directors
Mr. Chi Chi Hung, Kenneth
Mr. Cho Kwai Yee, Kevin
(Appointed on 14 March 2006)
Miss Choi Ka Yee, Crystal
{Appoimed on 14 March 2006)
Mr. Siv Kam Chaw
{(Appointed on 14 March 2006)
Mr. Wong Hin Shek, Hans
{Resigned on 14 March 2006)

Independent non-executive
directors
Mr. Lau Man Tak
(Resigned on 22 May 2006)
Mr. Chun Jay
Mr. Chan Chi Yuen

Total

Retiremenl
benefits
Salaries and  Discretionary schemes
Fees ullowances bonuses  contributions Total
HK$'000 HK$'000 HK$'000 HK$ 000 HK$ 000
- 215 - 1] 226
- 17 - - 17
- 18 - - 18
- 12 - - 12
- 262 - 11 273
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For the year ended 31 March 2005

Retirement

benefils

Salaries and  Discretionary schemes
Fees allowances bonuses  contributions Total
HK$'000 HK$ 000 HKS'000 HK$'000 HK$'600

Executive directors
Mr, Chi Chi Hung, Kenneth - 390 - 12 402
Mr. Wong Hin Shek, Hans

(Appuinted on 22 March 2005) - - - - -
Mr. Hui Sze Yin, Clarence

{Resigned on 22 March 20035) - 351 - 12 363

Independent non-executive

directors
Mr. Lau Man Tak - - - - -
Mr. Chun Jay

(Appointed on 12 January 2005) - - - - -
Mr. Chan Chi Yuen

(Appointed on 12 January

2005) - - - - -
Mr. So Hon Cheung, Stephen

{Resigned on 2 January 2005} 180 - - - 180
Mr. Lee Kin Chung. Simon

(Resigned on 15 September 2004) - - - - -
Ms. Xia Ling Yun

{Resigned on 22 March 2005) - - - - -

Total 180 741 - 24 945

There were no arrangements under which the directors of the Company have waived or agreed to waive
any remuncration.

13. EMPLOYEES' EMOLUMENTS

The aggregate emoluments of the five highest paid individuals of the Group for the year ended 3! March 2006
included one director (2005: three directors) of the Company. whose remuneration have been disclosed above. Details
of the remuneralion of the remaining four (2005: two) highest paid. non-direclor employees of the Group are set out
below;

2006 2005

HK$'000 HKZ'000

Salaries and allowances 213 513
Discreticnary bonuses -

Retirement benefits schemes contributions 9 18

222 533

The emoluments of cach of the remaining four (20051 two) highest paid, non-director employees were within
the band of nil to HK$1,000.000.
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During the year, no emoluments were paid by the Group to the five highest paid individuals, including the
directors of the Company, as an inducement to join or upon joining the Group or as compensation for loss of office.

Compensation to key managementi personnel

The directors of the Company consider that they are the only key management personnel of the Group
and details of their compensation have been set out above.

14, RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund Scheme for all qualifying employees in Hong Kong. The
assets of the scheme are held separately from those of the Groop, in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs 1o the scheme, which contribution is matched by employees. During the year
under review, the total amount contributed by the Group to the scheme and charged to the consolidated income
statcment amounted (o approximately HK$21.000 (2005: HK$229,000). As at 31 March 2006, there werc no forfeited
contributions availuble for the Group to offset contributions payable in future years (2005: Nil).

15. TAXATION

No provision for Hong Kong profits tax has been made in the financial s1atements as the companies operating
in Hong Kong did not have any assessable profits arising in Hong Kong for both the current and prior years. Taxation
on overseas profits has been calculited on the estimated assessable profits for the year at the rates of taxation
prevailing in the countries in which the Group operates.

The taxation charge for the year can be reconciled 1o the loss before taxation per the income statement as
follows:

2006 2005

HK$ 000 HK3'000

Loss before taxation (45,346) (28,759)
Tax a1t Hong Kong profits tax rate of 17.5% (2005: 17.5%) (7.936) (5,033)
Tax effects of unrccognized tax losses 7.936 5.043
Tax charge for the year - 10

No deferred tax liabilities have been recognized in the financial statements as the Group and the Company did
not have material temporary differcnces as at 31 March 2006 and 2005.

A deferred 1ax asset has not been recognized in the financial statements in respect of tax losses available to
offset future profits due to the uncertainty of future profit streams against which the asset can be utilized. As at 31
March 2006. the unprovided deferred tax asset of the Group is as follows:

2006 2005
HK$'000 HK$'000
Tax effect of lemporary difference attributable to unutilized tax losses 7.366 7.366

The deductible temporary differences and unutilized tax losses do nol expire under current tax legislation.
16. LOSS ATTRIBUTABLE TO THE EQUITY HOLDERS OF THE COMPANY

The loss attributable to the equity holders of the Company includes a loss of approximately HK$3,342,000
(2005: HK$35,730,000) which has been dealt with in the financial statements of the Company.
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17.  LOSS PER SHARE

The calculation of basic loss per share attributable to the equity holders of the Company is based on the loss
for the year auributable to the equity holders of the Company of approximately HK$45.346.000 (2005:
HK$28,769,000) and on the weighted average number of ordinary shares of approximately 924,520,000 (2005:
739.545.900).

For the year ended 31 March 2005, diluted loss per share is based on 751.985,225 ordinary shares which is
the weighted average number of ordinary shares outstanding during the year, as adjusted for the effects of the vested
options outstanding during the year.

Far the year ended 31 March 2006, the compulation of diluted loss per share did not assume the exercise of
the Company’s potential ordinary shares granled under the Company's share option scheme and the conversion rights
attached to the Convertible Notes I since their exercises would result in a reduction in loss per share.

18. PROPERTY, PLANT AND EQUIPMENT

Group
Plant,
machinery
and Furniture Motor
equipment and fixtures vehicles Total
HK$'000 HK$'000 HK$ 000 HK$ 000
Al cost:
As at | April 2004 21,218 43 638 21.899
Additions 909 - - 909
Disposals {8.607) - (638) (9,245)
As at 31 March 2005 and 1 April 2005 13,520 43 - 13,563
Exchange difference 260 - - 260
Addittons 12 - - 12
Disposals (1.623) ey - (1,632)
As at 31 March 2006 12,169 34 - 12.203
Accumulated depreciation
and impairment:
As al | April 2004 1,855 4 19 1,878
Depreciation charge for the year 1,570 4 44 1.618
Released on disposals (861) - (63) (924)
As at 31 March 2005 and 1 April 2005 2,564 8 - 2.572
Exchange difference 50 - - 50
Depreciation charge for the year 1,351 4 - 1.355
Released on disposals (27%) (3) - (278}
Impairment loss 8,467 25 - 8.492
As at 31 March 2006 12,157 34 - 12,191
Net hook value:
As at 31 March 2006 12 - - 12
As at 31 March 2005 10,956 35 - 10,991

As at 31 March 2005, certain of the Group’s plant, machinery and equipment with an aggregate net book value
of approximately HK$10,793,000 were pledged to sccure a bank loan granted to the Group (Note 23(ii)).
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During the year ended 31 March 2006, the directors conducted a review of the Group’s plant, machinery and
cquipment and determined that 2 number of those assets were impaired. Accordingly, an impairment loss of
approximately HK$8,492,000 has been recognized in respect of the plant, machinery and equipment, which are used
in the parment segment. The recoverable amounts of the relevant assets have been determined on the basis of their
value in use at a discount rate of 9.24%.

19. INTERESTS IN SURSIDIARIES/AMOUNTS DUE FROM SUBSIDIARIES

Company

2006
HK$ 000

2005
HK$'000

Unlisted shares at cosl. net of provision for impairment losses - -

The amounts due rom the subsidiaries as shown on the Company’s balance sheet are unsecured. interest free
and have no fixed terms of repayment. The direclors consider that the carrying amounts approximate their fair values,

Particulars of the Company's subsidiarics as at 31 March 2006 are as follows:

Attributable
Place of Issued and fully equity interest
incerporation/ paid share capital/ held by the Company
Name of company establishment registered capital Principal activities Directly Indirectly
Nicefi Limited British Virgin Ordinary share Securities trading HO%: -
Isands Usst
Charm Advance Limited British Virgin Ordinary share Investment holding 0% -
Islands ussi
Hong Kong Medical Hong Kong Ordinary share Not yei commenced - 100%
Laboratories Limited HKS$I business
Hong Kong Health Check Hong Kong Ordinary share Not yet commenced - 100%
Centre Limited HK$1 business
A Winner Limited British Virgin Ordinary share Provision of 100% -
Islands ussI administrative
services
Win Smarter Limited Hong Keng Ordinary shares Nat yet commenced 100% -
HK$? business
Great Exceilent Limited Hong Kong Ordinary shares Not yet commenced 100% -
HKS2 business
Rollstone Limited British Virgin Ordinary share Invesiment holding 100% -
Lslands Ussi
R EMETR R PRC Regisiered capital Manufacturing and - 100%

RMB40.000.000

sales of garmem
in the PRC

it LA 0B 5 47 AL 4 5] is a whaolly foreign owned enterprise established in the PRC.
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During the year ended 31 March 2005, the Company disposed of its entire equity interests in Broadway Stars
Limited and Joint China Trading Limited on 3 November 2004 and 8 December 2004 respectively, al an aggregate
cash consideration of approximately HKS1,145,000. Details of the disposed subsidiaries are as follows:

Attributable

Place of Issued and fully equity interest

incorporation/ paid share Principal held by the

Name of company establishment capital activities Company

Broadway Stars Limited  British Virgin Ordinary shares Securitics trading 100% (Dircct)
Islands USs2

Joint China Trading Hong Kong Ordinary shares Trading of garment 100% (Direct)
Limited HKE§2

The aggregate consolidated results of Broadway Stars Limited and Joint China Trading Limited for the period
from 1 April 2004 to the respective dates of disposal, which were included in the Group’s consolidated income
statement for the year ended 31 March 2005, were us follows:

Period from

1 April 2004

to the respective

Broadway Stars Limited and Joint China Trading Limited dates of disposal

HK3 000

Turnover -
Coslt of sales —

Gross profil -

Nct unreabized loss on other investments (1,497)
Administrative expenses (524)
Finance costs (0
Loss before and after taxation (2.022)
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20. TRADE AND OTHER RECEIVABLES

Group Company
2006 2005 2006 2005
HK$'000 HK$'000 HK3$ 000 HK$ 000
Trade receivables. with aged analysis {(Note (i)}
0-60 days - 508 - -
61-90 days - 70 - -
Over 90 days 645 198 - -
645 776 - -
Provision for impairment losses (645) (118) - -
Trade receivables, nel - 658 - -
Loan reccivable (Note (it)) 26,869 41,005 - -
Provision for impairment losscs (26.494) - - -
Loan receivable, net 375 41,005 - -
Other reccivables:
Deposil paid for acquisition of the
Equipments (Note (ili}) 16.440 - - -
Rental and decoration deposits (Nate (iv)) 1,900 - - -
Prepayments, deposils and other
receivables 4,050 196 9 8
Other receivables, net 22,390 196 9 8
Total trade and other receivables 22,765 41,859 9 8
Naoves:
(i) Genceral credit terms offered by the Group to its customers are payment by the end of the month

(i)

(iii)

following the month in which sales took place,

As disclosed in the Company's announcements dated 6 August 2004 and 12 January 2006, the loan
receivable represents the uncollected outstanding balance of an aggregated amaunt of various advances
made by the Company’s PRC subsidiary to @S $E (S M) A7 R 25 ("Shanghai Kaituo™) and its
subsidiaries and affiliated companies, on 31 March 2004 in accordance with a loan assignment
agreement signed on 12 July 2004. As confirmed by the directors of the Company, Shanghai Kaito is
an independent third party. The loan receivable was unsecured, interest-free and was originally due for
repayment before the end of year 2004 but was further extended 1 the end of year 2005, Subsequent
to 31 March 2006. the loan was subsequently settled to the extent of approximately HK$375,000. The
Company's directors consider it appropriate to recognize a provision for impairment losses of
approximately HK$26.494.000 againsi the remaining overdue balance of the loan which has been
charged to the consolidated income statement for the year ended 31 March 2006.

On 24 March 2006, the Company announced that Hong Kong Health Check Centre Limited, an indirect
wholly owned subsidiary of the Company, entered into a purchasing agreement dated 23 March 2006
with a supplier of medical equipments (the “Vendor™). pursuant to which Hong Kong Health Check
Centre Limited agreed to acquire certain advanced medical equipments (the "Equipments™} from the
Vendor for a total consideration of HK$54.800.000. The transaclion coastiluted a major transaction on
the part of the Company under the Listing Rules, further details of which were set out in the Company's
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circular dated 13 April 2006. Subsequent 1o the balance sheet date, the resolutions in respect of the
transaction were duly passed by the Company's shareholders at the special general meeling of the
Company held on 8 May 2006. The balance of approximately HK$16,440,000 as at 31 March 2006
represented the initial deposit paid pursuant to the aforesaid purchasing agreement,

(iv)  On 26 April 2006, the Company annouaced that Hong Kong Health Check Centre Limited. an indirect
wholly owned subsidiary of the Company. and Majestic Centre Limited entered into a conditional
tenancy agreement dated 29 March 2006 {us supplemented by a supplemental tenancy agreement dated
26 April 2006). pursuant o which Majestic Centre Limited (as landlord) agreed to lease a property to
Hong Kong Health Check Centre Limited (as tenant) for an initial term of two years and ten months
from 1 June 2006 10 31 March 2009 (both days inclusive). A director of the Company. namely, Ms. Choi
Ka Yee, Crystal and her associates (as defined under the Listing Rules) are interested in 50% of the
sharcholdings of Majestic Centre Limited. The transaction constituted & non-exempl continuing
connecied transaction on the part of the Company under the Listing Rules, further details of which were
set out in the Company's circular dated 11 May 2006. Subsequent to the balance sheet date, the
resolutions in respect of Lhe ransaction were duly passed by the Company's shareholders at the special
general meeting of the Company held on 29 May 2006. The balance of approximately HK$1.900.000 as
at 31 March 2006 represented the rental and decoration deposits paid pursuant to the aforesaid tenancy
agreement.,

(v}  The impairment losses of trade and other receivables of approximately HK$28.087.000 charged 1o the
income statement for the year ended 31 March 2006 comprisc impairment losses against trade
receivables of approximately HK$527,000, impairment losses against loan receivable ol approximately
HK$26,494,000 (Note (ii) above) and impairment losses against other receivables of approximately
HK31.066.000.

(vi) The directors consider that the carrying amounts of trade and other receivables approximate their {air
values.

21.  INVESTMENTS IN SECURITIES

Group
2006 2005
HK$ 000 HKS$ 000
Classified as “other investments™ in accordance with the benchmark
treatment of SSAP 24
- Equity securities listed in Hong Kong, al markel value - 17,430
Classified as “financial assets at fair value through profit or loss”
under HKAS 39
— Equity securities listed in Hong Kong, at market value 16,170 -

As it 31 March 2006, the carrying amount of the Group’s investment in the following company exceeded 10%
of the toal assets of the Group:

Place of Principal Particulars of Interest
Name incorporation activities issued shares held held
Kanstar Environmental Cayman [slands Research and Ordinary shares 1.25%
Paper Products development of listed on GEM
Holdings Limited paper filling

material and the
manufacture and
sale of pulp and

paper
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22,

TRADE AND OTHER PAYADBLES

Group Company

2006 2005 2006 2005
HK$'000 HK$ 000 HK$ 000 HK$'000

Trade payables. with aged analysis:
0-60 days - 72 - -
61-90 days 60 34 - -
Over 90 days 1,045 1,542 - -
Total trade payables 1,105 1.648 - -
Amount due 10 a director (Nare (i) - 23 - 23
Other payables and accruals 3.904 3,101 1,752 1.016
Trade and other payables 5.009 4,772 1,752 1,039

Notes:

(i) The amount due to a director as at 31 Muarch 2005 was unsecured. interesi-free and had no fixed term
of repayment. The amount was fully settled during the year ended 31 March 2006.

(ii)  The directors consider that the carrying amounts of trade and other payables approximale their fair
values,

SHORT-TERM BORROWINGS

Group Company
2006 2005 2006 2005
HK$ 000 HK3'000 HK$'000 HK$'000
Short-term bank loans {Notes (i} & (ii)) 34.753 46.698 - -
Other loan (Note (iii)} 240 150 - -
34,993 46,848 - -

Notes:

(i)  The short-term bank loans as at 31 March 2006 in an aggregate amount of RMB36,143.000 (cquivalent
to approximately HK$34,753,000) comprised (a) a loan of RMBI10.000,000 ({equivalent to
approximately HK$9,615,000) which was unsecured. interest bearing at 6.696% per apnum and
repayable in June 2006: {(b) a loan of RMB10,000,000 (cguivalent to approximately HK$9.615,000)
which was unsecured, interest bearing at 6.696% per annum and repayable in August 2006, and (c) a
loan of RMB16.143.000 (equivalent (o approximately HK$15.523.000) which was unsecured, interest
bearing at 5.742% per annum and originally repayable in June 2006 and December 2006. The relevant
bank has instigated legal proceedings against the Company’s PRC subsidiary to demand early repayment
of the unpaid bank loans which amounted to RMBI16,143,000 (equivalent to approximately
HK$15.523.000). The overdue balance of the said bank loans is chargeable a1 a penalty daily interest
rate of 0.0239%.

(ii)  The short-term bank loans as at 31 March 2005 in an aggregate amount of RMB49,500.000 (equivalent
to approximately HK$46,608,000) comprised (a) a loan of RMBI10,000,000 (cquivalent to
approximately HK$9.434.000) which was unsecured, interest bearing at 5.832% per annum and was
fully repaid in June 2005: (b} a loan of RMB10.000,000 (equivalent to approximately HK$9,434,000)
which was unsecured, interest bearing at 6.372% per annum and was fully repaid in August 2005: and
{c) a toan of RMB29,500,000 (equivalcat to approximately HK3$27.830.000) which was secured by the
Group's plant, machinery and equipment with an aggregate net book value of approximately
RMB 11,441,000 {equivalent 1o approximately HK$10,793,000) as at 31 March 2005, interest bearing at
the prevailing market rates and repayable on 30 June 2005,

(iii)  The other loan is unsecured, interest free und repayable on demand.

(iv)  The dircetors consider that the carrying amounts of short-term borrowings approximate their fair values.
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24. CONVERTIBLE NOTES I

As disclosed in Naote 2(a), the Company issued the Convertible Notes 1 with an aggregate principal amount of
HK$60,000,000 10 Top Act Group Limited on 23 February 2006. The principal terms of the Convertible Notes are

as follows:

Maturity date

Initial conversion price

Ranking

Interest

Transferability

Voting rights

Events of default

Listing

The date falling on the fourth anniversary of the date of issue of the
Convertible Notes. Any unredeemed and unconverted Convertible Notes will
be redeemed at 100% of the outstanding principal amount together with any
accrued interest in cash.

HK$0.041 per conversion share (subject Lo adjustments).

Al the initial conversion price of HK$0.041 per share, upon exercise in full
of the conversion rights attached to the Convertible Notes |, an aggregate of
1,463.414,634 conversion shares would fall to be issued by the Company.

The holders of the Converlible Notes shall have the right at any time after the
issue of the Convertible Notes 10 convert any outstanding amount of Lhe
Convertible Notes a1 a denomination of HKS$1,000,000 cach into the
conversion shares at the conversion price, unless the amount remaining on
exercise of the conversion rights shall be less than HK$1.000.000.

The conversion shares when allotted and issued will rank pari passu in all
respects with the other shares in issue as at the date of issue of the conversion
shares.

1% per annum payable half yearly in arrears on 30 June and 31 December in
cach year

The Convertible Notes may be transferred or assigned 10 any third party
without the prior written consent of the Company. Save with the consent of
the Stock Exchange, none of the Convertible Notes may be transferred to a
“connected person” {as defincd in the Listing Rules) of the Company. The
Company shall give notice 1o the Stock Exchange for any transfer of the
Convertible Notes and shall state whether any connected person of the
Company is involved.

The Convertible Notes do not confer any voting rights at general meetings of
the Company on the holder(s) of the Convertible Notes.

The events of defavlt provisions which provide that on the occurrence of
certain events of default specified in the Convertible Notes (e.g. liquidation),
each of the holders of the Convertible Notes shall be entitled to demand for
immediate repayment of the principal amount outstanding and accrued but
unpaid interest under the relevant Convertible Notes,

No application will be made for the listing of the Convertible Notes on the
Stock Exchange or any other stock exchange.
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25.

The Convertible Notes | contain a liability element and an equity component which are required lo be
separately accounted for in accordance with HKAS 32, An effective interest rate of 9.24% per annum has been used
o determine the fair value of the lability element at initial recognition.

Liability element of the Convertible Notes 1 as at date of issue
Interest charged (Note 10)
Interest payable

Liability clement of the Convertible Notes I as at 31 March 2006

SHARE CAPITAL OF THE COMPANY
Authorized:

Ordinary shares of HK$0.01 each

As at 1 April 2004

Capital Reduction (Nate 25(a)i))

Share Subdivision {Note 25(a)(ii))

Share Consolidation {Note 25(a)(iii)}

As at 31 March 2005 and 2006

Issued and fully paid:

Ordinary shares of HK$0.0! each
As at | April 2004

Capital Reduction (Nate 25{a)i))
Share Consolidation (Note 23(a)fiii)}

Issuc of 147,140,000 new shares (Note 25(h))

As at 31 March 2005

Issue of 100,000.000 ncw shares at HK$0.038 each under
the Share Subscription Agreement (Note 2(b))

Issue of 176.580.000 ncw sharcs at HK$0.038 cach under
the Share Placing Agreement {Nore 2(c))

As at 31 March 2006
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Number of
shares

30,000,000,000

27.000.000,000

{27,000,000,000)

2006
HK$'000

43,937

396
(59)

44,274

Total value
(HK3'000)

300.000
(270,000}

270,000

30,000,000,000

300.000

Number of

shares Total value
(HKS$'000)

7,357,968,530 73.580
- (66,222)
(6.622,171.677) -
147.140.000 1.471
882,936,853 8,829
100,000,000 1.000
176.580,000 1,766
1,159,516,853 11.595
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Changes in share capital for the year ended 31 March 2005

(a)  Pursuant to the resolutions passed by the Company's shareholders at the special general meeling of the
Company held on 3 May 2004, it was resolved that

(i) the nominal value of all issued shares of the Company of HK3$0.01 cach was reduced by
HK$0.009 cach by cancecling an equivalent amount of paid up capital per share so that the
nominal value of each share was reduced from HK$0.01 1o HK$0.001 (“Capital Reduction™),
resulting in the reduction of issued share capital of the Company by approximately
HK$66,222,000 from HK$73,580,000 10 HK$7,358,000. The credit arising {rom the Capital
Reduction was credited to the contributed surplus account of the Company;

(ii)  each auwthorized but unissued share was subdivided (“*Share Subdivision™) inte 10 shares of
HKS0.00] each;

(iii) every 10 shares of HK$0.001 cach created from the Capital Reduction and Share Subdivision
were consolidated into 1 consolidaled share of HK$0.01 cach (“Share Consolidation™);

{iv) the credit standing to the share premium account of the Company was cancelled and the credit
arising was credited (o the contributlion surplus account of the Company; and

{v) the amount which arose as a result of the Capital Reduction and credited to the coatributed
surplus account of the Company together with the balance already standing in the centributed
surplus account of the Company was set off against the accumulated losses of the Company.

(b)Y  On 30 November 2004, the Compuny announced that it had entered into a placing agreement with a
placing agent. Pursuant to the placing agreement, the Company conditionally agreed to place, through
the placing agent on a fully underwritten basis, 147,140,000 placing shares to not fewer than six
independent investors at a price of HK$0.045 per placing sharc. The placing shares were issued pursuant
to the general mandate granted to the Company’s directors at the annual general meeting of the Company
held on 30 August 2004. The placing price of HK30.045 represented (i} a discount of approximately
19.64% (o the closing price of HK$0.056 per share as quoted on the Stock Exchange on 30 November
2004, being the last trading day of the announcement on 30 November 2004 and the date on which the
terms of the placing were fixed; and (ii) a discount of approximately 19.64% to the average of the
closing price per share of HK$0.056 as quated on the Stock Exchange for the last five trading days
immediately prior to 30 November 2004. The net proceeds of approximately HK$6.4 million from the
placing were to be uscd for the repayment of short-term liabilitics of approximately HK$3 million and
payment for operating activitics including rental expenses and staff salaries of approximately HK$3.4
million.

26. SHARE OPTION SCHEME

The Company's share option scheme (the “Share Option Scheme”) was adopied pursuant to an ordinary
resolution passed by the Company’s sharcholders at the special general meeting of the Company held on 17
November 2003,

The maximum number of shares which may be issued upon exercise of all cutstanding options granted under
the Share Option Scheme and any other share option schemes of the Company must not exceed 30% of the total
number of shares in issue from time to time. No options may be granted under the Share Option Scheme or any other
share option schemes of the Company if this will result in this limit being exceeded.

The total number of shares which may be issued upon exercise of all options 1o be granted under the Share
Option Scheme and any other share option schemes of the Company must not ¢xcecd 10% of the total number of
shares in issuc on 17 Nuvember 2003 unless the Company seeks the approval of the shareholders in general meeting
for refreshing the 10% limit under the Sharc Option Scheme provided that options lapsed in accordance with the
terms of the Sharc Option Scheme or any other share option schemes of the Company will not be counted for the
purpose of calculating the (0% limit.
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The Share Oplion Scheme will remain in force for a peried of 10 years commencing from |7 Noevember 2003,
Options complying the provisions of the Listing Rules which are granted during the duration of the Share Option
Scheme and remain unexercised immediately prior to the end of the 10 year period shall continue to be exercisable
in accordance with their terms of grant within the option period for which such options are granted, notwithstanding
the expiry of the Share Option Scheme.

The subscription price for shares under the Share Option Scheme shall be a price determined by the board of
directors of the Company (the “Board™). but shall not be lower than the highest of (i} the closing price of shares as
stated in the daily quotation sheet of the Stock Exchange on the date on which the Board approve the making of the
offer for the grant of options (the “Date of Grant™), which must be a trading day; (ii) the average closing price of
shares as stated in the daily quotations sheets of the Stock Exchange for the five trading days immediately preceding
the Date of Grant; and {iii) the nominal value of a share.

The following table discloses the details of the Company's share options held by consultants of the Company
and the movements in such holdings:

Number of share options

Exercised or Exercised or

Granted lapsed Granted tapsed
Outstanding ~ during the  during the  OQuistanding  during the  during the Outstanding
asat  year ended  year ended asat  yearended  year ended as at
Grant date 000472004 31032005 310372005  31/03/2005 310372006 317032006 3170372006
1111112004 - 44.760,000 - 44,760,000 - - 44760000

Exercisable at the end of

the year 44,760,000 44,760,000
Exercise price HK$0.0348 HK$0.0348 HK$0.0348

During the year ended 31 March 2005, the Company granted an aggregate of 44,760,000 share options to seven
consultants on 11 November 2004 and these share options are excrcisable in the period of 24 months commencing
on the datec upon which the options were deemed to be grunted and accepted in accordance with the Share Option
Scheme. The excreise price of these share options is HK$0.0348 per share. Total consideration received from the
consultants for taking up the options granted amounted to HK$7 for the year ended 31 March 2005. No share options
were exercised or lapsed during the years ended 31 March 2005 and 2006.
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27.

RESERVES

Group

As at 1 April 2004

Adjustments arising from the Capital
Reduction {Nare 25(a)(i))

Adjustments arising from share
premium cancellation
{Note 25(a)iv))

Tssue of new shares (Note 25(b}}

Share issue expenses

Loss for the year

As at 31 March 2005

Issue of new shares under the Share
Subscription Agreement (Note 2(b))

lssue of new shares under the Share
Placing Agreement (Note 2{c))

Share issue expenses

Exchange dilfcrence on transtation
of foreign operations

Equity component of Cenvertible
Notes | (Nore 24)

Loss for the year

As at 31 March 2006

Share Capital Cotwertible

prerium  redenption  Tramslation  Notes equity  Accumulated Total
account reserve reserve reserve deficit reserves
HKS 000 HKS$ 000 HK$'000 HKS'000 HK$'000 HK$ 000
270,774 861 - - (302,058) (30,423)
- - - - 66,222 66.222
(271,218) - - - 271,218 -
5,150 - - - - 5.150
{197} - - - - (197

- - - - (28.769) (28.769)

4,509 g6l - - 6,613 11,983
2,800 - - - - 2,800
4,944 - - - - 4944
{167) - - - - (16?)

- - 2 - - 2

- - - 16,062 - 16,062
- - - - (45,346) (45.346)
12,086 861 2 16,062 (38.733) (9,7122)
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Company
Convertible
Share Cupital Notes
premium  redemption Contributed equity Accunutated Total
account reserve surplus Teserve losses reserves
HKS$000 HKS 000 HKS 000 HKS'000 HK$000 HKS'000
As av 1 April 2004 270,774 861 241,084 - (552,259) (39.570)

Adjustments arising from the Capital
Reduction {Note 25(a)(i}) - - 66,222 - - 66,222

Adjustments zrising from share
premium cancellation

{Nete 25(al(iv)) (270.218) - 271,218 - - -

Transfer 1o set off 2ccumulated

losses (Note 25{a)(v}) - - (549.104) - 549,104 -
Issue of new shares (Note 25(h)} 5,150 - - - - 5,150
Share issue expenses (97 - - - - (197)
Laoss for the year - - - - {35,730y (35.730)
As at 31 March 2005 4,509 861 29.390 - (38.883) (4,125)

Issue of new shares under the Share
Subscription Agreement (Note 2{b)) 2,800 - - - - 2.800

lssue of new shares under the Share
Placing Agreement (Note 2(c)) 4,944 - - - - 4,944

Share issue expenses (167} - - - - (169

Equity component of Convertible

Notes | {Note 24} - - - 16.062 - 16,062
Loss for the year - - - - (3,347 (3.342)
As at 31 March 2006 12,086 36l 29,390 16,062 {42,227) 16,172

The contributed surplus represents reserves arising from (i) the difference between the then conselidated
shareholders’ funds of the subsidiaries at the date on which they were acquired by the Company and the nominal
amount of the Company's shares issued for the acquisition at the time of (he corporate reorganization prior to the
listing of the Company's shares on the Stock Exchange in 1993; and (ii) the Company’s capital reorganization
exercises in prior years. Under the Companies Act 1981 of Bermuda, the contributed surplus of the Company is
distributable 1o sharcholders under certain circumstances.
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28,

29.

NET CASH USED IN OPERATING ACTIVITIES

Loss before taxation
Adjustments {or;

Finance costs

Interest income from bank deposits

Depreciation

Fair value loss on investments in securitics

Impairment loss on property, plant and equipment
Impairment loss on trade and other receivables
Write-back of liabilitics

{Gain)YLoss on disposal of property, plant and equipment
Loss on disposal of listed securities

Loss on disposal of subsidiaries

Operating cash flows before working capital changes

Inventories
Trade and other receivables
Trade and other payabies

Cash used in operations

Interest received

Other interest paid

Hire-purchase interest paid

Interest paid on short-ierm borrowings
Overscas tax paid

Net cash used in operating activities

CAPITAL COMMITMENTS

financial statements:

Authorized and contracted for in respect of

- Acquisition of the Equipments (Note 20)

— 48 -

2006 2005
HK$'000 HK$'000
(45,346) (28,759)
3,407 3.087
(233) {41)
1.355 1,618
1,260 10,317
8,492 -
28,087 -
{1,128) (1,980)
(108) 7.498
- 494
- 13
(4,214) (7,753)
) 393
(3.935) 8,653
304 {18,121y
(7.839) (16.828)
233 41
- (n
- (35)
(2.009) (3.051)
- (10}
(9.615) (19,884)

2006
HK3'000

38,360

As at 31 March 2006, the Group had the following capital commitments which were not provided for in the

2005
HK$'000

As at the balance sheet dates. the Company had no significant capital commitments.
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30. OPERATING LEASE COMMITMENTS

As at the balunce sheet dates, the Group had commitments for fulure minimum leases payments under
non-cancelable operating leases in respect of rented office premises which fall due as foflows:

2006 2005

HK$'000 HK$'000

Within one year 63 108
In the second 1o fifth years inclusive - 63
63 171

The Company had no significant operating lease commitments as at the balance sheet dates.
3. LITIGATIONS

The Company was a defendant in a law suit brought by a supplicr during the year ended 31 March 1998
claiming approximately HK$1,962,000 together with interest and costs relating (o a guarantee in respect of a credit
facility granted to RCR Electronics Manufacturing Limited, a former subsidiary of the Company. The Company filed
a defense in March 1999 in response to the claim and since then, the supplier has taken no further action against the
Company. Since the outcome of the litigation could not be determined with reasonable certainty at this stage, no
provision has been made in the financial statements.

32. SUBSEQUENT EVENTS

On 19 April 2006, the Company announced that Classictime Investments Limited. an indirect whelly-owned
subsidiary of the Company, entered into a subscription agreement dated 18 April 2006 (the “JV Agreement”} with Dr.
Franeis Choi Chee Ming (“Dr. Choi™). an associate of a connected person of the Company, for the formation of
Dynamic Effort Holdings Limited, a company incorporated in the British Virgin Islands with limited liability {the “JV
Co.”). Pursuant to the IV Agreement, the JV Co. will be owned by Dr. Choi and the Group as to 30% and 70%
respectively. The total investment of the Group in the JV Co. amounts 10 HK$21,000.000. representing 70% of the
issucd share capital of the JV Co.. The JV Co. is proposed 1o be renamed as “Town Health Medical Technology
{China) Company Limited” (5 i % #¢ f4 £ (4 BB ) 47 IR 2> 7]} and will be engaged in the business of healthcare and
medical checks in the PRC. The transaction constitutes a discloscable and connected trunsaction on the part of the
Company under the Listing Rules, further details of which were set oul in the Company’s circular dated 10 May 2006.
The resolutions in respect of the transaction were duly passed by the Company's shareholders at the special general
meeting of the Company held on 29 May 2006.
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3. INTERIM RESULTS ANNOUNCEMENT FOR THE SIX MONTHS ENDED

30 SEPTEMBER 2006

The board of directors (the “Board”) of Hong Kong Health Check and Laboratory
Holdings Company Limited (the “Company”) announces the unaudited condensed consolidated

interim results of the Company and its subsidiaries (the “Group”) for the six months ended 30

September 2006 together with comparative figures for the previous year in 2005 as follows:

Condensed Consolidated Income Statement

Turnover
Cost of sales

Gross profit

Other operating income

Fair value gain on financial assets at fair value
through profit or loss

Net unrealized holding losses on other
investments

Administrative expenses

Finance costs

Loss before taxation
Taxation

Loss for the period attributable to the equity
holders of the Company

Dividends

Loss per share
— Basic

— Diluted
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Six months ended
30 September
2006 2005
HK$'000 HK3'000
(unaudited) (unaudited)

566 1,698
(308) (1,458)
258 240
654 20
2,203 -
- (2,140)
(11.514) (1.915)
(2,412) (1.651)
(10,811) (5,446)
- (8)
(10,811) (5,454)

(0.93) cents  (0.62) cents

(0.93) cents  (0.60) cents
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Condensed Consolidated Balance Sheet

Non-current assets
Property, plant and equipment

Current assets
Trade and other receivables
Investments in securities
Bank balances and cash

Less: Current liabilities
Trade and other payables
Short-term borrowings — due within one year

Net current assets

Total assets less current liabilities

Less: Non-current liabilities
Convertible Notes |

Net assets

Capital and reserves
Share capital
Reserves

Equity attributable to the equity holders of
the Company

Minority interests

- 5] -

As at As at

30 September 31 March

2006 2006

Notes HK$'000 HK$'000
(unaudited) (audited)

1,126 12

8 66.621 22,765
18,213 16,170

34,796 47,202

119,630 86,137

9 4,630 5,009
70,014 34,993

74.644 40,002

44 986 46,135

46,112 46,147

46,050 44,274

62 1,873

11,595 11,595

(20,533) (9,722)

(8,938) 1,873

9,000 -

62 1,873
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Notes to Condensed Consolidated Financial Statements

1, BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA™) and with the applicable disclosure requirements of Appendix 16 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™).

The principal accounting policies adopted in prepuring these condensed conselidated financial statements are
consistent with those followed in the Group’s annual consolidated financial statements for the year ended 31 March
2006,

2. TURNOVER AND SEGMENT INFORMATION

{a) Business segments

Provision of
healthcare and
medical checks Mamifacturing and
services sales of garment Trading of securities Total
2006 2005 2006 2005 2006 2005 2006 2005

HKS'000  HK$S'000  HK$'000  HKS'000  HKS'000  HKZ000  HKS'000  HK$'000

TURNOYER 566 - - 1,698 - - 566 1,698
RESULTS
Segment results 4,012) - - 240 2,203 (2,140) (6,809} {1,900y
Unallocated

corporate income

and expenses (1,590} (1.895)
Finance costs (2412 (1,651)
Loss before taxation (10.811) (5.446)
Taxation - (6]
Loss for the period (10.811) (5.454)

(b}  Geographical segments

The Group’s operations are located in the PRC including Hong Kong and Macau and its tumover is
substantially derived in the PRC including Hong Kong and Macau. Accordingly, no analysis by geographical
segment is presented.
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3. OTHER OPERATING INCOME

Six months ended
30 September

2006 2005

HK$'000 HK$000

Interest income from bank deposits 654 -
Sundry income - 20
654 20

4, LLOSS BEFORE TAXATION

Six months ended
30 September

2006 2005
HK$000 HK3'000

Loss before taxation has been arrived at after charging:
Depreciation of property, plant and equipment 14 308
Provision for doubtful debis - 5i8

5. FINANCE COSTS

Six months ended
30 September

2006 2005

HE$ 000 HK$ 000

Interest on short-term bank loans wholly repayable within five years 336 1,651
Interest on Convertible Notes | wholly repayable within five years 2.076 -
2412 1,651

6. TAXATION

No provision for Hong Kong profiis tax has been made in the financial statements as the companies operating
in Hong Kong did not have any assessable profits arising in Hong Kong for both the current and prior periods.
Taxation on overscas profits has been calculated on the estimated assessable profits for the period at the rates of
taxation prevailing in the countries in which the Group operates,

No deferred tax liabilitics have been recognized in the financial statements as the Group and the Company did
not have material temporary differences as at 30 September 2006 and 2005,

7. LOSS PER SHARE

The caltculation of basic loss per share atiributable to the equity holders of the Company is based on the loss
for the period attributable to the equity holders of the Company of approximately HK$10.811.000 (2005:
HK$5.454,000) and on the weighted average number of ordinary shares of approximately 1,159,516,853 (2005:
882,936,853}

For the period ended 30 September 20035, diluted loss per share is based on 941,594,493 ordinary shares which

is the weighted average number of ordinary shares outstanding during the period, as adjusted for the effects of the
vested options outstanding during the period,
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For the period ended 30 September 2006, the computation of diluted loss per share did not assume the exercise
of the Company's potential ordinary shares granted under the Company’s share option scheme and the conversion
rights attached 1o the Converlible Notes | since their exercises would result in a reduction in loss per share.

8. TRADE AND OTHER RECEIVABLES

Trade receivables, 0-60 days
Other receivables

9. TRADE AND OTHER PAYABLES

Trade payables. with aged analysis
0-60 days
61-90 days
Over 90 days

Other payables
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As at As at

30 September 31 March
2006 2006

HK$' 060 HK$'000

124 -

66,497 22,765

66,621 22.765

As at As at

30 September 31 March
2006 2006

HK$ 000 HK$ 000

59 -

- 60

1,105 1.045
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4. MANAGEMENT DISCUSSION AND ANALYSIS ON THE GROUP

FOR THE YEAR ENDED 31 MARCH 2004

Business Review

For the year ended 31 March 2004, the Group had resumed to profitability with a profit
of approximately HK$103,000 and earnings per share of HKO0.02 cents. The improved
operating result was mainly attributable to the Group’s continucus effort in controlling its
operating cost and the disposal of certain non-profit making subsidiaries. The Board of
Directors had resolved not to recommend a payment of dividend for the year,

The Group’s turnover for the year under review totalled approximately HK$23.1 million,
representing a slight decrease of approximately 1% as compared to the corresponding period
for 2003. This decrease in turnover was attributable by the disposal of Recor International
Limited and its subsidiaries (“Recor Group”) in January 2004. Recor Group was engaged in the
sales of audio and visual products, computers and software games and subcontracting
businesses. After the disposal, the Group ceased to generate income from such businesses,
resulting in a decrease of turnover as compared to full year income for the year ended 31 March
2003.

Significant Investments, Acquisition and Disposal

The various business projects undertaken by the Group over the previous years had not
performed up to expectations, resulting in losses and deteriorating cash flows to the Group. The
Board had been critically reviewing all the existing business operations, analyzing their
respective potential and prospects. rationalizing or disposing of some of these operations in
order to reduce loss. In January 2004, the Group had disposed of the Recor Group in view of
its continuous loss suffered. A profit on disposal amounted to approximately HK$5.8 million
was generated. The Group was still optimistic toward the future development of the electronic
products, computers and software games industries. The Group had been actively and prudently
seeking suitable investments with development potentials in the same industries to strengthen
the Group’s businesses.

In June 2003, the Group entered into a conditional agreement for the acquisition of
EmUER AR AT (Shanghai Kai Xiang Clothings Company Limited) (‘L")
(“Shanghai Kai Xiang”) for a consideration of HK$20 million. L i #¥f (Shanghai Kai Xiang)
is & wholly foreign owned enterprise established in the PRC engaging in manufacturing and
siales of garment in the PRC. The transaction was completed in November 2003. The Board
expected that the investment provides an opportunity for the Group to diversify into the
garment manufactering industry in the PRC. The global garment trading was further liberate
the market potential of the domestic garment industry following its entry of World Trade
Organization (“WTO") and the signing of Mainland-Hong Kong Closer Economic Partnership
Arrangement (“CEPA™), The Board believed that the investment would generate a positive
return and would improve the liquidity position of the Group. L i ¥l ## (Shanghai Kai Xiang)
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contributed to approximately HK$2.3 million of turnover and approximately HK$2.8 million
of loss before tax for the year ended 31 March 2004. | #1#¢ (Shanghai Kai Xiang) had a
relatively low turnover contributed to the Group for the year ended 31 March 2004 because its
manufacture and sales of garment business were not consolidated into the Group until
December 2003. Due to a relatively short period of operation, the Board does not consider the
figure for the four months operation of any significant relevance. Meanwhile, after being
acquired by the Group, the management team of L+ (Shanghai Kai Xiang) has
undertaken active reforms in controlling operating costs and increase productivity. With the
optimistic expectation from the garment industry of the market condition, the Group expected
that the corresponding income from manufacturing and sales of garment will be improved in
2005. The Board will grasp the opportunities arisen from the industry consolidation and review
the possibilities for acquisition of businesses related to garment industry to solidify the
Group’s competitiveness.

Settlement of Litigations

On the positive side, the Group had reached settlements for most of the legal cases.
Details of which are set out under the heading of “Litigation™ in Note 33 1o the financial
statements of the Company in year 2003.

Future Business and Prospects

In November, 2003, the Group entered the garment industry by acquiring & & f 4%
(Shanghat Kai Xiang) in the PRC. The major customers of I i #l+ (Shanghai Kai Xiang)
were local entities in Shanghai. The Group aimed at introducing new customers from both other
cities in China and from overseas by extending the trading arm of the Group into these places.
In Januvary, 2004, the Group disposed of the Recor Group which conducted electronics and
software games businesses. The reason for the disposal is to eliminate potential losses of this
group of companies in future. The Group was seeking other potential investment opportunities
in the same industry.

The Group also expanded into the property business. In March, 2004, the Group had
entered into a conditional sales and purchase agreement to acquire a commercial property in
Shanghai, which was expected to be completed by the end of 2004. This acquisition was
strengthen the asset base of the Group. Despite the recent imposition of China's macro-
economic control policy, the Board was in the opinion that the property market in China was
promising in the long run. particularly in those major cities like Beijing and Shanghai. As such
the Group continued seeking new investments in real estate and property development project
in China,

In the year 20035, the Group would also actively look into new investment opportunities
in other industries to broaden the Group’'s businesses while keeping the cost and expenditure
of the Group at un optimal level.
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Liquidity, Financial Resources and Capital Structure

As at 31 March 2004, shareholders’ funds and net current assets of the Group amounted
to approximately HK$43,157,000 (2003: HK$14,698,000) and HKS$23,385.000 (2003:
HK$11,754,000) respectively. As at 31 March 2004, the Group’s gearing ratio, calculated on
the basis of the Group's total liabilities over total shareholders’ funds is 1.68 (2003: 1.35).

As at 31 March 2004, the Group had outstanding short-term bank loans of approximately
HK$47,170,000 and other loan of approximately HK$1,980.000. The outstanding bank loans
are denominated in Renminbi and the other loan is denominated in Hong Kong dollars. The
short-term bank loans included an amount of RMB10,000,000 (equivalent to approximately
HK$9,434,000) which is unsecured, interest bearing at 5.83% per annum and has been fully
repaid in June, 2004. The remaining balance of the short-term bank loans amounting to
RMB40,000.000 (equivalent to approximately HK$37,736,000) is unsecured, interest bearing
at the prevailing market rates and repayable in August 2004, The other loan bears interest at
10% per annum and is repayable on demand.

In October 2003, the Company announced that it had entered into a placing agreement
with a placing agent. Pursuant to the placing agreement, the Company agreed to place, through
the placing agent on a fully underwritten basis, 880,000,000 placing shares to independent
investors at a price of HK$0.01 per placing share. The placing shares were issued under the
general mandate granted to the directors of the Company by resolution of the Company’s
shareholders passed at the annual general meeting of the Company held on 27 August 2003.
The proceeds received by the Company amounted to approximately HK$8.8 million and were
used as to (i) approximately HK$6.4 million for the acquisition of a subsidiary, I #i &l
(Shanghai Kai Xiang); (ii) approximately HK$1.2 million for the payment of rental expense
and staff salaries; and (ii1) approximately HK3$1.2 million for the miscellaneous operating
expenses of the Group.

In January 2004, the Company announced that it had entered into a placing agreement
with a placing agent. Pursuant to the placing agreement, the Company agreed to place, through
the placing agent on a fully underwritten basis, 2,000,000,000 placing shares to independent
investors at a price of HK$0.01 per placing share. The proceeds received by the Company
amounted to approximately HK$20 million and would be used to repay loans and liabilities of
the Group, and for general working capital of the Group such as payment of staff salaries,
rental expense and other operating expenses of the Group.

As at 31 March 2004, the Group had working capital of approximately HK$23.385,000
(2003; HK$11,754,000) and total bank balances of approximately HK$15,157,000 (2003:
HK$2,210,000). In view of the Group’s current cash balances, available banking facilities and
cash revenue from business operations, it is believed that the Group has sufficient resources to
meet the foreseeable working capital demands and capital expenditure.

The monetary assets and liabilities and business transaction of the Group were mainly
carried and conducted in Hong Kong dollars and Renminbi. The Group maintained a prudent
strategy in its foreign exchange risk management, where foreign exchange risks were
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minimized via balancing the monetary assets versus monetary liabilities, and foreign exchange
revenue versus foreign exchange expenditures. Besides, the exchange rate between Hong Kong
dollar and Renminbi also fluctuated slightly, the Group believed that its exposure to foreign
exchange risk was not material.

Employees

The Group employed approximately 10 staff in Hong Kong and approximately 200 staff
in the PRC. Total staff costs for the financial year under review amounted to approximately
HK$3,686,000. The Group provided its staff with various benefits including year end double
pay, discretionary bonus, contributory provident fund, share options and medical insurance.
Staff training was also provided as and when required.

Pledge of Assets and Contingent Liabilities

There were no charges on the Group’s assets. Details of the Group’s contingent liabilities
as at 31 March 2004 are set out under the heading of “Litigations” in Note 33 to the financial
statemenits of the Company in year 2004,

FOR THE YEAR ENDED 31 MARCH 2005
Business Review

For the year ended 31 March 2005, the Group has recorded a loss of approximately
HK$28,769,000 and loss per share of HK3.89 cents. The Board of Directors has resolved not
to recommend a payment of dividend for the year.

The Group's turnover for the year under review totalled approximately HK3$4.15 miilion.
representing a decrease of approximately 82% as compared to the corresponding period for
2004. This decrease in turnover was mainly attributable to the downturn of the garment
manufacturing business of the Group.

Liquidity, Financial Resources and Capital Structure

As at 31 March 2005, shareholders’ fund and net current assets of the Group amounted
to HKS$20,812,000 (2004: HK$43,157.000) and HKS$9,821,000 (2004: HK$23,385.000)
respectively. As at 31 March 2005, the Group’s gearing ratio, calculated on the basis of the
Group’s total liabilities over total shareholders’ funds is 2,48 (2004; 1.68).

As at 31 March 2005, the Group had working capital of HK$9,821,000 (2004:
HK$23,385,000) and total bank balance of HK$2,146.000 (2004: HK$15,157.000). In view of
the Group's current cash balances and available banking facilities, it was believed that the
Group had sufficient resources to meet the foreseeable working capital demands and capital
expenditure.
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The monetary assets and liabilities and business transaction of the Group were mainly
carried and conducted in Hong Kong dollars and Renminbi. The Group maintained a prudent
strategy in its foreign exchange risk management, where foreign exchange risks were
minimized via balancing the monetary assets versus monetary liabilities, and foreign exchange
revenue versus foreign exchange expenditures.

Settlement of Litigations

On the positive side. the Group had reached settlements for some legal cases. Details are
sel out under the heading of “Litigations” in Note 29 to the financial statements of the
Company in year 2005.

Future Business and Prospects

The Board had planned to take various actions in order to improve the existing garment
manufacturing operations, such as, inciuding but not limited to, tighter cost control, review of
production cycles, development of new product lines and markets, both local and overseas. On
the other hand, the Directors also explored different finance sources so as to stabilize the
financial position of the Group. The Group was actively and prudently seeking suitable
investments with development potentials to strengthen the Group’s businesses.

Pledge of Assets and Contingent Liabilities

As at 31 March 2003, the Group’s fixed assets with an aggregate net book value of
approximately HK$10,793,000 were pledged in favour of a bank in the PRC (the “'Bank”) to
secure a loan of RMB29,500,000 (equivalent to approximately HK$27,830,000) granted by the
Bank to the Company’s PRC subsidiary. Details of the Group’s contingent liabilities as at 31
March 2005 are set out under the heading of “Litigations” in Note 29 to the financial statements
of the Company in year 2005.

FOR THE YEAR ENDED 31 MARCH 2006
Business Review

The Group recorded a loss for the year of HK$45,346,000 in year 2006. Turnover
decreased by 65% to approximately HK3$1,450,000. The losses include impairment of
approximately HK$36,579,000, which the management considers it necessary 1o recognize in
the context of a substantial overhau! of the Group's business. The impairment is reflective of
the market changes in the garment industry in which the Group operates and of management’s
decision to refine the Group’s business focus to concentrate on more specialized niche markets,
such as the health care market, so as to generate higher margins in the future. Impairment made
serve to write down assets of the Group that management considers will not contribute within
the refocused business. The process of restructuring the business, and efforts to strengthen the
senior management, will continue throughout the current year,

Fair value loss on financial assets at fair value through profit or loss amounted to
approximately HK$1.260,000 was recorded as the Group’s investments in securities was not
satisfactory due to the fluctuation of the market and securities prices.
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During the year, the Company has completed several fund raising activities and thus the
financial position of the Group is much strengthened. As at 31 March 2006, the Group had cash
and bank balances of approximately HK$47,202,000 and investment in securities of
approximately HK$16,170,000.

Prospects

Looking forward, as interest rate is still on the rise and if coupled with other factors such
as the possibility of outbreak of the bird flu, the market in the year 2006 may become more
volatile. Thus the Group is cautious on the performance of both its securities investment and
the garment business.

In view of the increase in the public awareness of the importance of health in face of the
epidemic diseases such as Acute Respiratory Syndrome (SARS) and bird flu in recent years,
there is a high potential public demand for health checks services. The Group is establishing
a one-stop day-time body health check centre for the provision of health check, advanced
diagnostic imaging services, day care observation services and medical related services. In the
health check centre there will be advanced medical technology equipment such as various
diagnostic imaging systems and blood/disease testing equipments, The Centre will be located
at Basement 2 of Majestic Centre, 348 Nathan Road. Kowloon, Hong Kong. Recruitment of
expertise and staff and ordering of medical equipment for the health check centre has
commenced since April 2006, 1t is anticipated that the health check centre will be opened by
September 2006,

Sustained growth in PRC and economic integration with Hong Kong’s economy will
provide opportunities for investors. As a result, on 18 April 2006, the Group entered into a
subscription agreement with Dr. Francis Choi Chee Ming for the formation of a joint venture
company (the “JV Company”). The total investment of the Group in the JV Company amounts
to HK$21.000,000, representing 70% of the issued share capital of the JV Company. The JV
Company will be engaged in the business of healthcare and medical checks in the PRC.

Liquidity and Financial Positions

As at 31 March 2006, shareholders’ fund and net current assets of the Group amounted
to HKS$1,873,000 (2005: HK$20.812,000) and HKS$46,135,000 (2005: HK$9,821,000)
respectively.

As at 31 March 2006, the Group’s bank balances and cash amounted to HK$47.202,000
(2005; HK$2,146,000). In view of the Group’s bank balances and cash and net current assets,
it is believed that the Group has sufficient resources to meet the foreseeable working capital
demands and capital expenditure.

The monetary assets and liabilities and business transaction of the Group are mainly
carried and conducted in Hong Kong dollars and Renminbi. The Group maintain a prudent
strategy in its foreign exchange risk management, where foreign exchange risk are minimized
via balancing the monelary assets versus monetary liabilities, and foreign exchange revenue
versus foreign exchange expenditures.
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FOR THE S1X MONTHS ENDED 30 SEPTEMBER 2006
Business review

For the six months ended 30 September 2006, the Group’s turnover was HK$566,000
(2005: HK$1.698,000), representing a decrease of 66.7% as compared to the corresponding
period of last year. The decrease in turnover was mainly attributable to the realignment of
business from garment business to health care business.

Loss attributable to the equity holders of the Company for the six months ended 30
September 2006 was HKS$10,811.000 (2005: HK$5.454,000). The decrease was mainly
attributable for the expenses incurred in the establishing of a new health check centre at Nathan
Road, Kowloon,

Prospects
Garment business

Intense competition is expected to continue in the garment business in China. Hence,
management had decided to refine the Group’s business from garment industry to health care
and medical industry so as to generate higher profit margins in future.

Securities trading business

With the steady improvement of Hong Kong’s economic environment, the securities
market continued to remain healthy. Gain on financial assets at fair value amounted to
approximately HK$2,203.000 was recorded.

Health care and medical services

The Group started its business in June 2006 by providing health check referral services
to patients. In addition. a well-planned one-stop health check centre will start serving the
public by early 2007. It is located at Nathan Road, Kowloon with approximately 20,000 sq. ft.
decorated as unrivalled comfort and luxurious style, which is largely different from other
general centres, laboratories or hospitals providing similar services. The centre is the most
advanced and comprehensive health check and laboratory service provider outside major
hospitals in Hong Kong. The health check centre is installed with some of the most advanced
diagnostic equipments such as MRI system, PET/CT Scanner and Mammography System etc.
for providing diagnostic imaging health check services. We trust it could lead the community
to a healthy life by providing professional and dedicated services through advanced diagnostic
technology and equipment. We are also confident to be the market leader in the Asia Pacific
region in the near future. The high-end health check business has a relatively higher entry
barrier as the business requires high capital investment and professional human resources. In
light of the increasing public awareness towards preventive health care and the high entry
barrier of the business, our health check and diagnostic service is anticipated to contribute
substantial income to the Group.
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The Group will continue to strengthen the network in Hong Kong through setting up of
satellite diagnostic centres or by acquisitions.

The proposed acquisition of Polyray and Polylight in October 2006 is a significant
development for the Group as such acquisition can diversify the Group’s business. Polyray and
Polylight have four branches operated under the name of “Opus”. Opus is believed to be one
of the top three medical diagnostic companies in Hong Kong with well-established reputation
in the industry. The acquisition greatly increased the Groups's network in Hong Kong. In
addition, the synergy and our experienced management can make the Group to have a rapid
growth in furure.

Substantial growth in Macau and economic integration with Hong Kong's economy will
provide opportunities for investor. Our Group will search for possible acquisitions or
co-operate with other focal parties for the business in Macau.

In order to better reflect our intention of emphasizing on health check industry, the
Company is renamed as “"Hong Kong Health Check and Laboratory Holdings Company
Limited” in October 2006.

Liquidity and financial resources

As at 30 September 2006, sharecholders’ fund and net current assets of the Group
amounted to HK$62.000 (31 March 2006: HK$1,873,000) and HK$44,986,000 (31 March
2006: HK$46,135,000) respectively.

As at 30 September 2006, the Group’s bank balances and cash amounted to
HK$34,796.,000 (31 march 2006: HK$47,202,000). In view of the Group’s bank balances and
cash and net current assets, it is believed that the Group has sufficient resources to meet the
foresceable working capital demands and capital expenditure.

The monetary assets and liabilities and business transaction of the Group are mainly
carried and conducted in Hong Kong dollars and Renminbi. The Group maintain a prudent
strategy in its foreign exchange risk management, where foreign exchange risk are minimized
via balancing the monetary assels versus monetary liabilities, and foreign exchange revenue
versus foreign exchange expenditures.

Post balance sheet event
The following events occurred subsequent to the interim report date:

On 9 December 2003, the Company entered into a convertible notes placing agreement
with a placing agent. Pursuant to the convertible notes placing agreement, the placing agent
agreed to place, up to an aggregate principal amount of HK$60,000,000 convertible notes
("Convertible notes 11). On 4 September 2006, the Company received notice from the Placing
Agent exercising its right to place (the “Tranche Cne Placing”) Convertible Notes Il of an
aggregate principal amount of HK$40,000,000. Completion of the Tranche One Placing took
place on 3 October 2006.
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On 17 October 2006, the Company entered into the Polyray Sale Agreement and Polylight
Sale Agreement. Pursuant to the Polyray Sale Agreement, the Company conditionally agreed
to acquire the entire issued share capital of Polyray at a total cash consideration of
HK$27,000,000. Pursuant to the Polylight Sale Agreement, the Company conditionally agreed
to acquire the remaining issued share capital of Polylight at a cash constderation of
HK$7.250,000. The acquisition constitutes a very substantial acquisition on the part of the
Company under the Listing Rules. The acquisition requires the approval by the shareholders of
the Company at the special general meeting.

5. INDEBTEDNESS STATEMENT

Borrowings

As at the close of business on 30 September 2006, being the latest practicable date for the
purpose of this indebtedness statement prior to the printing of this circular, the Enlarged Group
had outstanding borrowings of approximately HK$130.1 million, comprising the following:

(i) The convertible notes with a principal amount of HK$60 million (the “Convertible
Notes 1) issued by the Company on 23 February 2006 to Top Act Group Limited,
an indirect, wholly owned subsidiary of Town Health International Holdings
Company Limited. The Convertible Notes bear interest at 1% per annum payable
half yearly in arrears. The maturity date of the Convertible Notes 1 is the date falling
on the fourth anniversary of the date of issue of the Convertible Notes 1. Any
unredeemed and unconverted Convertible Notes | will be redeemed at 100% of the
outstanding principal amount together with any accrued interest in cash;

(1i) Secured bank borrowings of approximately HKS$35.0 million, comprising an
instalment loan of approximately HK$23.6 million, a revolving loan of HK$8.0
million and bank overdrafts of approximatety HK3$3.4 million. The secured bank
borrowings are secured by a fixed charge on certain machinery of the Group. a
charge over fixed deposits and a corporate guarantee executed by the Company:

(iti) Unsecured bank borrowings of approximately HK$34.8 million which are
denominated in Chinese Renminbi and are repayable on demand or within one year;

{iv) Other loan of approximately HK$240,000 repayable on demand; and

(v) Obligations under finance leases of approximately HK$38,000 repayable within one
year.
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Disclaimer

Save ag aforesaid and the litigation as disclosed under the paragraph headed “Litigation”
in appendix V to this circular or as otherwise disciosed herein. and apart from intra-group
liabilities and normal trade payables, as at the close of business on 30 September 2006, the
Enlarged Group did not have any debt securities issued and outstanding or agreed to be issued,
bank overdrafts, loans or other similar indebtedness, liabilities under acceplance or acceptance
credits, debentures, mortgages, charges. hire purchase or finance lease commitments,

guarantees or other material contingent liabilities.

6. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors are not aware of any material adverse
change in the financial or trading position of the Group since 3] March 2006, being the date
to which the latest published audited consolidated financial statements of the Group were made

up.
7. WORKING CAPITAL

The Directors are of the opinion that, after taking into account the estimated net proceeds
to be derived from the placing of the Convertible Notes Il (as announced by the Company on
4 Seplember 2006 and as defined therein). the existing banking facilities and the financial
resources available to the Enlarged Group and in the absence of unforeseen circumstances, the
Enlarged Group will have sufficient working capital for its present requirements, that is for at

least the next 12 months from the date of this circular.
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A. ACCOUNTANTS’ REPORT ON POLYRAY

The following is the text of a repart, prepared for the sole purpose of inclusion in this
circular, received from the reporting accountants of Polyray, HLB Hodgson Impey Cheng,
Chartered Accountants, Certified Public Accountants, Hong Kong. As described in the
paragraph headed ‘“Documents Available for Inspection™ in appendix V, a copy of the
Sfollowing accountants’ report is available for inspection.

31/F. Gloucester Tower
The Landmark

HLB @ Eh o 4 ¥ B T B FF 11 Pedder Sireet
Hodgson iImpey Cheng Central
Hong Kong

Chartered Accountants
Certified Public Accountants

15 November 2006

The Directors

Hong Kong Health Check and Laboratory Holdings Company Limited
Shop 2B & 2C. Level 1

Hilton Plaza Commercial Centre

3-9 Shatin Centre Street

Shatin, New Territories

Hong Kong

Dear Sirs,

INTRODUCTION

We set out below our audit report on the financial information in respect of Polyray
Technology Limited (“Polyray”), including the balance sheets as at 31 December 2003, 2004
and 2005 and 31 August 2006, the income statements, cash flow statements and statements of
changes in equity for the years ended 31 December 2003, 2004 and 2005 and the eight-month
period ended 31 August 2006 (the “Relevant Perieds™), and the notes thereto (the *Financial
Information™}, for inclusion in the circular of Hong Kong Health Check and Laboratory
Hoeldings Company Limited dated 15 November 2006 (the “Circular™).

In addition, we set out below our review report on the comparative financial information
of Polyray, including the income statement, cash flow statement and statement of changes in
equity for the eight-month period ended 31 August 2005, and the notes thereto (the

“Comparative Financial Information™), for inclusion in the Circular.
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AUDIT REPORT ON THE FINANCIAL INFORMATION FOR THE RELEVANT
PERIODS

Basis of preparation of the Financial Information for the Relevant Periods

The statutory financial statements of Polyray for the years ended 3} December 2003, 2004
and 2005 were prepared in accordance with accounting principles generally accepted in Hong
Kong and were audited by KPMG, Certified Public Accountants, Hong Kong. The management
accounts of Polyray for the eight-month periods ended 31 August 2005 and 2006 were
unaudited.

The Financial Information of Polyray has been prepared by the directors of Polyray (the
“Polyray Directors™) based on the audited financial statements and unaudited management
accounts of Polyray for the Relevant Periods and in accordance with accounting principles
generally accepted in Hong Kong and the disclosure requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™).

Respective responsibilities of the Polyray Directors and the reporting accountants

The Polyray Directors are responsible for the preparation of the Financial Information of
Polyray which gives a true and fair view. In preparing the Financial Information of Polyray
which gives a true and fair view. it is fundamental that appropriate accounting policies are
selected and applied consistently. The directors of Hong Kong Health Check and Laboratory
Holdings Company Limited are responsible for the contents of the Circular in which this report
is included. It is our responsibility 1o form an independent opinion, based on our audit, on the
Financial Information of Polyray.

Basis of opinion

As a basis for forming an opinion on the Financial Information of Polyray, for the purpose
of this report, we have audited the Financial Information of Polyray for the Relevant Periods
in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA™) and have carried out such additional procedures as
we consider necessary in accordance with the Auditing Guideline 3.340 “Prospectuses and the
reporting accountant” issued by the HKICPA.

An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the Financial Information of Polyray. It also includes an assessment of the
significant estimates and judgments made by the Polyray Directors in the preparation of the
Financial Information of Polyray. and of whether the accounting policies are appropriate to the
circumstances of Polyray, consistently applied and adequately disclosed.
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We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance as to whether the Financial Information of Polyray is free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the
presentation of the Financial Information of Polyray. We believe that our audit provides a
reasonable basis for our opinion.

Audit opinion

In our opinion, for the purposes of this report, the Financial Information gives a true and
fair view of the results and cash flows of Polyray for each of the Relevant Periods, and of the
balance sheets of Polyray as at 31 December 2003, 2004 and 2005 and 31 August 2006.

REVIEW REPORT ON THE COMPARATIVE FINANCIAL INFORMATION

Respective responsibilities of the Polyray Directors and the reporting accountants

The Polyray Directors are also responsible for the preparation of the unaudited

Comparative Financial Information of Polyray.

It is our responsibility to form an independent conclusion, based on our review, on the
Comparative Financial Information of Polyray.

Review work performed

For the purpose of this report, we have also reviewed the Comparative Financial
Information of Polyray in accordance with Statement of Auditing Standards 700 “Engagements
to review interim financial reports™ issued by the HKICPA. A review consists principally of
making enquires of management and applying analytical procedures to the Comparative
Financial Information of Polyray and based thereon, assessing whether the accounting policies
and presentation have been consistently applied unless otherwise disclosed. A review excludes
audit procedures such as tests of controls and verification of assets, liabilities and transactions.
It is substantially less in scope than an audit and therefore provides a lower level of assurance
than an audit. Accordingly we do not express an audit opinion on the Comparative Financial
Information of Polyray.

Review conclusion

On the basis of our review which does not constitute an audit, for the purpose of this
report, we are not aware of any material modifications that should be made to the Comparative
Financial Information of Paolyray for the eight-month period ended 31 August 2005.
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ACCOUNTANTS’ REPORT OF POLYRAY

1.

A.

THE FINANCIAL INFORMATION

Income Statements

Turnover

Other revenue

Materials and consumables
Staff costs

Depreciation

Management fees

Other operating expenses
Finance costs

Profit before taxation
Income tax

Profit/(Loss) for
the year/period

Dividends

Earnings/(Loss) per share

Notes

n

=]

Year Year Year 8 months 8 months
ended ended ended ended ended
31/12/2003  31/12/2004 31/12/2005 31/08/2005 31/08/2006
HK$'000  HK$000  HK$'000  HK$O000  HK$'000
(Unaudited)

30.792 33,689 28,607 19,355 16,380
1,591 1,467 1,978 1,111 700
(6.037) (5,415) (4,245) (2,944) (2.360)
(12,396) (14,338) {(13,127) (8.606) (7,387)
{1,313) (1.586) {1,509} (1,012) (1,032)
{6,699) (7.162) (6,156) (4,104) (2,676)
(5,080) (5.325) (4,922) (3.291) (3,246)
(138) (127) (69) (51) (19)
720 1,203 557 458 360
(1.140) (783) (557) (458) (360)
(420) 420 - - -

Earnings/(Loss) per share has not been presented as such information is not considered

meaningful having regard to the purpose of this report.
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B. Balance Sheets
As at As at As at As at

31/12/2003 31/12/2004 31/12/2005 31/08/2006
Notes  HK$'000  HK$'000  HKS$'000  HK$'000

Non-current assets

Fixed assets 10 4,752 5.595 5.068 4,340

Interest in a jointly
controlled entity 1 1.600 1,600 1,600 1,600
6.352 7,195 6,668 5,940

Current assets

Inventories 12 321 33 283 283
Trade receivables 13 4,473 4.378 3,231 2,736
Deposits, prepayments and
other receivables 13 656 708 769 923
L.oan due from a jointly
controlled entity 14 600 600 - -
L.oan due from a fellow
subsidiary i4 3,500 - - -
Taxation recoverable 17 358 - - -
Cash and cash equivalents 2.345 5,940 3,149 3,578
12,253 11,957 7.432 7,520
Total assets 18.605 19,152 14,100 13,460

Current liabilities

Other payables and accruals 15 2,197 2,050 1,295 1.189
Amounts due 1o shareholders /4 448 850 657 11
Amount due to a jointly
controlled entity 14 3.977 4,244 174 487
Amount due to a fellow
subsidiary 14 580 309 783 411
Obligations under
finance leases 16 349 393 365 76
Taxation payable i7 - 121 6 429
7.551 7.967 3.280 2,703
Net current assets 4,702 3,990 4,152 4817

Total assets less current
liabilities 11,054 11,185 10,820 10.757
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Non-current liabilities

Obligations under finance
leases

Deferred taxation

NET ASSETS

CAPITAL AND RESERYES

Equity attributable to the
equity holders of Polyray

Share capital

Share premium

Accumulated losses

Total equity

Notes

16
17

18

As at As at As at As at
31/12/2003 31/1272004 31/12/2005 31/08/2006
HK$'000 HK$'000 HK$'000 HK$000
745 365 - -

200 291 291 228

945 656 291 228
10,109 10,529 10,529 10.529
17 17 17 17
23,021 23,021 23,021 23,021
(12,929) (12,509) (12,509) (12,509)
10,109 10,529 10,529 10,529
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C. Cash Flow Statements

Cash flows from operating activities

Profit before taxation
Adjustments for:
Depreciation
Loss on disposal of fixed assets
Interest income

Year
ended

Year
ended

Year 8 months
ended ended

8 months
ended

31/12/2003 31/12/2004 31/12/2005 31/08/2005 31/08/2006
HK$'000 HK$'000 HK$'000 HKS$000 HKS 000

Finance charges on obligations under

finance leases

Operating cash flows before changes

in working capital
Inventories
Trade receivables
Deposits, prepayments and other
receivables
Loan due from a fellow subsidiary
Loan due from a jointly
controlled entily
Amounts due to shareholders
Other payables and accruals
Amount due to a fellow subsidiary
Amount due to a jointly controlled
entity

Cash (used in)/generated from
operations

Interest received

Hong Kong profits tax paid

Net cash (used in)/generated from

operating activities

Cash flows from investing activities

Purchase of fixed assets
Interest element of finance lease
rentals paid

Net cash used in investing activities

(Unaudited)

720 1.203 557 458 360
1,313 1,586 1,509 1,012 1,032
209 - - - -
(98) (93) (42) (19) 43
138 127 69 51 19
2,282 2.823 2,093 1,502 1,368
(155) (10 48 64 -
(381) 95 1,147 1,281 495
114 (52) (61 (1,180 {154)

- 3,500 - - -

- - 600 600 -

401 402 (193 (178) {346)
456 (147) (755) {162) {106)
(123) 271) 474 1,819 (372)
1.038 267 (4.070) {185) 313
3,632 6,607 (717) 3,561 998
98 93 42 19 43
(1,012) (213) (672) - -
2,718 6.487 (1,347) 3,580 1,041
(2,448) (2,429) (982) (820) (304)
(138) 1270 (69) (51} (19
(2,586) (2.556) (1,051) (871) (323)
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Year Year Year 8 months 8§ months

ended ended ended ended ended

31/12/2003 31/12/2004 31/12/2005 31/08/2005 31/08/2006

HK$'000 HK$'000 HK$'000 HK3'000 HK3'000
(Unaudited)

Cash flows from financing activities
Capital element of finance lease
rentals paid (324) (336) (393) (256) (289)

Net cash used in financing activities (324) (336) (393) (256) (289)

Net increase/(decrease) in cash

and cash equivalents (192) 3.595 (2,791) 2,453 429
Cash and cash equivalents
brought forward 2,537 2,345 5,940 5,940 3,149

Cash and cash equivalents
carried forward 2,345 5,940 3,149 8,393 3,578

Analysis of the balances of cash
and cash equivalents
Cash at bank and on hand 2,345 5,940 3.149 8,393 3,578

Cash and cash equivalents in the balance
sheets and the cash flow statements 2,345 5,940 3.149 8,393 3578
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D. Statements of Changes in Equity

Share Share Accumulated Total
capital premium losses equity
HK3'000  HK$'000 HK$'000  HKI'000
Balance as at 1 January 2003 17 23,021 (12,509) 10,529
Loss for the year - - (420) {(420)
Balance as at 1 January 2004 17 23.021 (12,929) 10,109
Profit for the year - - 420 420
Balance as at 1 January 2005 17 23,021 (12,509) 10,529
Result for the year - - - -
Balance as at | January 2006 17 23,021 (12,509) 10,529
Result for the period - - - -
Balance as at 31 August 2006 17 23,021 (12,509) 10,529
Balance as at 1 January 2005 17 23,021 (12,509) 10,529
Result for the period - - - -
Balance as at 31 August 2005,
unaudited 17 23,021 (12,509) 10,529
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2. GENERAL

Polyray Technology Limited (“Polyray”) is a company incorporated and domiciled in
Hong Kong and has its registered office and principal place of business at Room 1802-03,
Leighton Centre, 77 Leighton Road, Causeway Bay, Hong Kong.

The directors of Polyray (the “Polyray Directors™) consider the controlling shareholders
as at 31 August 2006 to be BUPA Health Care Hong Kong Limited (which was incorporated
in the British Virgin Islands) and Pouble Court Company Limited {which was incorporated in
Hong Kong).

The principal activity of Polyray is the provision of medical diagnostic services in Hong
Kong.

3. SIGNIFICANT ACCOUNTING POLICIES
(a) Statement of compliance

The Financial Information has been prepared in accordance with all applicable Hong
Keong Financial Reporting Standards (*HKFRSs™}, which collective term includes all
applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“"HKICPA™), accounting principles generally accepted in Hong Kong
and applicable disclosures required by the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and the Heng Kong
Companies Ordinance.

A summary of the significant accounting policies adopted by Polyray is set out
betow.

(b) Basis of preparation of the Financial Information

The measurement basis used in the preparation of the Financial Information is the
historical cost basis.

The preparation of financtal statements in conformity with HKFRSs requires
management to make judgments, estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgments about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the period in which the estimate is
revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.
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(¢} Revenue recognition

Provided it is probable that the economic benefits will flow to Pelyray and the
revenue and costs, if applicable, can be measured reliably, revenue is recognized in the

income statement as follows:

Service fncome

Income from medical diagnostic and other related services is recognized when

the services are rendered.

(d) Jointly controlled entity

A jointly controlled entity is an entity which operates under a contractual
arrangement between Polyray and other parties, where the contractual arrangement
establishes that Polyray and one or more of the other parties share joint control over the

economic activity of the entity.

In Polyray’s balance sheet, its investment in a jointly controlled entity is stated at
cost less impairment losses (see note 3(g)), unless it is acquired and held exclusively with
a view to subsequent disposal in the near future or operates under severe long-term
restrictions that significantly impair its ability to transfer funds to the investor or
venturer, in which case, it is stated at fair value with changes in fair value recognized in

the income statement as they arise.
(e) Fixed assets and depreciation
Fixed assets are stated at cost less depreciation and impairment losses (see note

3(g)). Depreciation is calculated to write-off the cost of fixed assets on the straight-line

basis over their estimated useful lives as follows:

Leasehold improvements Over the term of the lease
Furniture and fixtures 6 years
Medical equipment 6 years
Computer equipment 6 years

Both the useful life of an asset and its residual value, if any, are reviewed annually.
Gains or losses arising from the retirement or disposal of an item of fixed assets are
determined as the difference between the net disposal proceeds and the carrying amount

of the item and are recognized in the income statement on the date of retirement or
disposal.
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®

Leased assets

Assets that are held by Polyray under leases which transfer to Polyray substantially

all the risks and rewards of ownership are classified as being held under finance leases.
Leases which do not transfer substantially all the risks and rewards of ownership to
Polyray are classified as operating leases,

(g)

(i) Assers acquired under finance leases

Where Polyray acquires the use of assets under finance leases, the amounts
representing the fair value of the leased assets, or, if lower, the present value of the
minimum lease payments of such assets, are included in fixed assets and the
corresponding liabilities, net of finance charges, are recorded as obligations under
finance leases. Depreciation is provided at rates which write off the cost of the assets
in equal annual amounts over the term of the relevant lease or, where it is likely
Polyray will obtain ownership of the asset. the life of the asset, as set out in note
3(e). Impairment losses are accounted for in accordance with the accounting policy
as set out in note 3(g). Finance charges implicit in the lease payments are charged
to the income statement over the period of the leases so as to produce an
approximately constant periedic rate of charge on the remaining balance of the
obligations for each accounting period. Contingent rentals are written off as an
expense of the accounting period in which they are incurred.

(ii} Operating lease charges

Where Polyray has the use of ussets under operating leases, payments made
under the leases are charged to the income statement in equal instalments over the
accounting periods covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from the leased asset.
Lease incentives received are recognized in the income statement as an integral part
of the aggregate net lease payments made. Contingent rentals are charged to the
income statement in the accounting period in which they are incurred.

Impairment of assets

Internal and external sources of information are reviewed at each balance sheet date

to identify indications that fixed assets and interest in a jointly controlled entity may be
impaired. If any such indication exists, the asset’s recoverable amount is estimated. An
impairment loss i{s recognized whenever the carrying amount of an asset exceeds its
recoverable amount,

The recoverable amount of an asset is the greater of its net selling price and value

in use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of
time value of money and the risks specific to the asset. Where an asset does not generate

cash inflows largely independent of those from other assets. the recoverable amount is
determined for the smallest group of assets that generates cash inflows independently (i.e.
a cash-generating unit).
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{(h} Inventories

Inventories are carried at the lower of cost and net realizable value,

Cost is calculated on a first-in-first-out basis and comprises all costs of purchase,
cost of conversion and other costs incurred in bringing the inventories to their present
location and condition. Net realizable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the estimated costs
necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognized
as an expense in the period in which the related revenue is recognized. The amount of any
write-down of inventories to net realizable value and all losses of inventories are
recognized as an expense in the period in which the write-down or loss occurs, The
amount of any reversal of any write-down of inventories, arising from an increase in net
realizable value, is recognized as a reduction in the amount of inventories recognized as

an expense in the period in which the reversal occurs.

{i) Trade and other receivables (including loans due from a jointly controlled
entity and a fellow subsidiary)

Trade and other receivables are initiaily recognized at fair value and thereafier
stated at amortized cost less impairment losses and provision for bad and doubtful debts,
except where the effect of discounting would be immaterial. In such cases. the receivables
are stated at cost less impairment losses and provision for bad and doubtful debts.

Impairment losses for bad and doubtful debts are measured as the difference
between the carrying amount of the financial asset and the estimated future cash flows,

discounted where the effect of discounting is material.

(i) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with
banks and other financial institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are subject to an insignificant
risk of changes in value, having been within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an integral part of Polyray's cash
management are also included as a component of cash and cash equivalents for the
purpose of the cash flow statement.
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(k) Other payables (including amounts due to shareholders, amount due to a
Jjointly controlled entity and amount due to a fellow subsidiary)

Other payables are initially recognized at fair value and thereafter stated at
amortized cost unless the effect of discounting would be immaterial, in which case, they
are stated at cost.

(I)  Provisions and contingent liabilities

Provisions are recognized for liabilities of uncertain timing or amount when Polyray
has a legal or constructive obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the obligation and a reltable
estimate can be made. Where the time value of money is material, provisions are stated
at the present value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-occurrence
of one or more future events are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.

(m) Income tax

(i) locome tax for the period comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognized in the income statement except to the extent that they
related to items recognized directly in equity, in which case they are
recognized in equity.

(ii) Current tax is the expected tax payable on the taxable income for the period,
using tax rates enacted or substantively enacted at the balance sheet date, and
any adjustment to tax payable in respect of previous years.

(ii1) Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts of
assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits.
Apart from differences which arise on initial recognition of assets and
liabilities, all deferred tax liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be available against which the
assel can be utilized, are recognized.

The amount of deferred tax recognized is measured based on the expected
manner of realization or settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively enacted at the balance sheet
date. Deferred tax assets and liabilities are not discounted.

—78 —




APPENDIX II ACCOUNTANTS’ REPORT OF POLYRAY

The carrying amount of a deferred tax asset is reviewed at each balance sheet
date and is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the related tax benefit to be utilized.
Any such reduction is reversed to the extent that it becomes probable that
sufficient taxable profit will be available.

{n) Translation of foreign currencies

Foreign currency transactions during the period are translated into Hong Kong
dollars at the exchange rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated into Hong Kong dollars at the exchange
rates ruling at the balance sheet date. Exchange gains and losses are dealt with in the
income statement.

(o) Employee benefits

Salaries, annual bonuses, paid annual leave, contributions to defined contribution
plans and the cost of non-monetary benefits are accrued in the period in which the
associated services are rendered by employees. Where payment or settlement is deferred
and the effect would be material, these amounts are stated at their present values.

(p) Related parties

Parties are considered to be related to Polyray if Polyray has the ability, directly or
indirectly, to control the party or exercise significant influence over the party in making
financial and operating decisions, or vice versa, or where Polyray and the party are
subject to common control or common significant influence. Related parties may be
individuals (being members of key management personnel, significant shareholders
and/or their close family members) or other entities and include entities which are under
the significant influence of related parties of Polyray where those parties are individuals,
and post-employment benefit plans which are for the benefit of employees of Polyray or
of any entity that is a related party of Polyray.

TURNOVER AND SEGMENT INFORMATION

Turnover represents the invoiced value of diagnostic and other related services rendered.

Polyray operates in one business and geographical segment which is the provision of

medical diagnostic services in Hong Kong. Accordingly no business segment or geographical

segment information is presented.
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OTHER REVENUE

Management fee income from
a jointly controlled entity,
Pelylight Technology Limited
Interest income from
a fellow subsidiary
Interest income from
bank deposits

PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging:

Depreciation
- Assets held for use
under finance leases
- Qther assets

Auditors’ remuneration
Operating lease charges

on properties
Loss on disposal of fixed assets

Year Year Year 8 months 8 months

ended ended ended ended ended

31/12/2003  31/12/2004  31/12/2005 31/08/2005 31/08/2006

HK$'000 HK$'000  HK$'000  HK$'000  HK$'000
{(Unaudited)

1,493 1.374 1,936 1,092 657

96 93 42 19 43

9 - _ _ _

1,561 1,467 1,978 1,111 700

Year Year Year 8 months 8§ months

ended ended ended ended ended

31/12/2003 311272004 31/12/2005 31/08/2005 31/08/2006

HK$'000  HK$'000  HK$'000  HKS 000  HKS'000
{(Unaudited)

346 348 197 131 131

967 1,238 1,312 881 901

1,313 1,586 1.509 1,012 1.032

72 102 30 20 32

1,241 1,061 1,003 665 746

209 - - - -
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7. STAFF COSTS

(a)

(b)

respectively are set out below:

Total staff costs

Salaries, wages and
other benefits

Contribution to defined
contribution retirement
scheme

Total, including Polyray
Directors’ remuneration

Year Year Year 8 months 8 months

ended ended ended ended ended

3171272003  31/12/2004 31/12/2005 31/08/2005 31/08/2006

HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
(Unaudited)

12,180 14,084 12,862 8,442 7,244

216 254 265 164 143

12,396 14,338 13,127 8.606 1,387

Polyray Dircctor’s remuneration

The remuneration of each of the Polyray Directors for the years ended 31 December
2003, 2004 and 2005, and the eight-month periods ended 31 August 2005 and 2006,

Damien Vincent Marmion
Maithew Ngan Man Wong
Kenny Hui King Leuk
Keith Biddlestone

Wong Kin Fung

Cheng On Cheong

Kung Wing Ho

Edward Oh Keng Hoe
James MH Banner
Andrew Wong Yan King
Au Yuet Shan

Year Year Year 8 months 8 months

ended ended ended ended ended

31/12/2003  31/12/2004 31/12/2005 31/08/2005 31/08/2006

HKE 000 HKE'000 HK$ 000 HK$'000 HK$'000
{Unaudited)

2,094 - - - -

268 - - - -

2,362 - - - -

— 81 -




APPENDIA 11 ACCOUNTANTS REPORT OF POLYRAY

There were no amounts paid during the Relevant Periods to the Polyray Directors in
connection with an inducement to join or as compensation for loss of office. Save as
disclosed above, no remuneration has been provided as payable in respect of the Relevant
Periods by Polyray to the Polyray Directors.

(c) Employees’ emoluments

The emoluments of the five highest paid employees of Polyray (excluding the
Polyray Directors) for the years ended 31 December 2003, 2004 and 2005, and the
eight-month periods ended 31 August 2005 and 2006, respectively, are as follows:

Year Year Year 8 months 8 months

ended ended ended ended ended

3171272003 3171272004 3171272005 31/08/2005 31/08/2006

HK$000  HKS'000  HK$'000  HK$'G00  HK$'000
(Unaudited)

Salaries. wages and

other benefits 1,361 1,437 i.576 960 1,070
Contribution to defined

contribution retirement

scheme 46 57 57 38 38

Total 1,407 1,494 1,633 998 1,108

The number of highest paid employees of Polyray (excluding the Polyray Directors)
whose emoluments fall within the following band:

Nil to HK$1,000,000 5 3 5 5 3

{d) Compensation to key management personnel

The Polyray Directors consider that they are the only key management personnel of
Polyray and details of their compensation have been disclosed above.
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8. FINANCE COSTS

Year Year Year 8 months 8§ months
ended ended ended ended ended
3122003 3171272004 31/12/2005  31/08/2005  31/08/2006
HK$'000  HK$'000  HK$'000  HK$'000  HKS 000
{Unaudited)
Finance charges on obligations
under finance leases wholly
repayable within five years 138 127 69 51 19
9. INCOME TAX
(a) Income tax in the income statements represents:
Year Year Year 8 months 8 months
ended ended ended ended ended
31/12/2003  31/12/2004 31/12/2005 31/08/2005 31/08/2006
HK3'000  HK$'000  HK3'000  HK3'000  HK3'000
{(Unaudited)
Current tax
Provision for Hong Kong
profits tax 650 731 647 508 382
Under/(Over) provisicn in
respect of prior years 290 (39) (90) (50) 41
940 692 557 458 423
Deferred tax
Origination and reversal of
temporary differences 200 N - - (63)
1,140 783 557 458 360

The provision for Hong Kong profits tax is calculated at 17.5% of the estimated

assessable profits for each of the Relevant Periods.
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{(b) Reconciliation between income tax expense and profit before taxation at applicable

tax rates:
Year Year Year 8 months 8 months
ended ended ended ended ended
31/12/2003  31/12/2004 31/12/2005 31/08/2005 31/08/2006
HKS'000  HK$'000  HK$000  HKS'000  HKS'000
(Unaudited)
Profit before taxation 720 1.203 557 458 360

Notional tax on profit
before taxation, calculated
at the Hong Kong profits

tax rate of 17.5% 126 210 97 80 63
Tax effect of deferred tax

liabilities not recognized 89 50 24 16 13
Under/(Over} provision in

respect of prior years 290 (39 (90) (50) 41
Tax effect on non-deductible

expenses 635 562 534 415 251
Tax effect on non-taxable

income - - (8) (3) (8)
Actual tax expense 1,140 783 557 458 360

10. FIXED ASSETS

Furniture
Leasehold and Medical Computer
improvements fixtures equipment equipment Total

HK$'000  HK$'000  HK$'000  HK$'000  HK3'000

Cost:

As at | January 2003 909 2,272 16,315 663 20,159
Additions/disposals 344 9 1,832 263 2,448
Written-off during the year - - {569) - (569)
As at 1 January 2004 1,253 2,281 17,578 926 22,038
Additions 111 51 2,091 176 2,429
As at | Janvary 2005 1.364 2,332 19,669 1,102 24,467
Additions 135 - 510 337 932
As at | January 2006 1.499 2,332 20,179 1,439 25.449
Additions/disposals 16 (14) 302 - 304
As at 31 August 2006 1,515 2,318 20,481 1.439 25,753
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Furniture
Leasehold and Medical Computer
improvements fixtures equipment equipment Total

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

Accumunlated depreciation:

As at 1 January 2003 351 2,070 13,531 381 16,333
Charge for the year 170 13 890 180 1,313
Written-off during the year - - (360) - (360}
As at 1 January 2004 521 2,143 14,061 561 17,286
Charge for the year 215 100 1,069 202 1,586
As at 1 January 2005 736 2.243 15,130 763 18,872
Charge for the vear 240 41 1,029 199 1,509
As at 1 Janvary 2006 976 2,284 16,159 962 20,381
Charge for the period 159 8 701 164 1,032
As at 31 August 2006 [,135 2,292 16,860 1,126 21.413
Net book value:
As at 31 August 2006 380 26 3,621 313 4,340
As at 31 December 2005 523 48 4,020 477 5,008
As at 31 December 2004 628 89 4,539 339 5,595
As at 31 December 2003 732 138 3.517 365 4,752
As at As at As at As at
3171272003 3171272004 31/12/2005 31/08/2006
HK$'000 HK$'000 " HK$°000 HK$'000
Net book value of assets held
under finance leases 873 525 328 197
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11, INTEREST IN A JOINTLY CONTROLLED ENTITY

Unlisted shares, at cost

Form of
Name of jointly business
controlled entity structure

Polylight
Technology
Limited

Incorporated “Hong Kong

Summary financial information on interest in a jointly controlled entity

method are as follows:

For the year ended
31 December 2003
100%

Polyray’s effective interest

For the year ended
31 December 2004
100%

As at As at As at As at
31/12/2003 31/12/2004 31/12/2005 31/08/2006
HK3$'000 HKS$'000 HK§'000 HKS§'000
1,600 1,600 1,600 1,600
Particulars Percentage
Place of of issued of ownership
incorporation  and paid up interest held Principal
and operation capital by Polyray activity
3,200,000 50%  Provision
ordinary of medical
shares of magnetic
HK$1 each resonance
imaging
services
The assets, liabilities, revenues and results not accounted for using the equity
Profit/
Assets  Liabilities Equity  Revenues (loss}
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
10,794 7,594 3,200 12,343 -
5,397 3,797 1,600 6,172 -
9,920 6,646 3,274 11,437 74
4,960 3323 1,637 5,719 37

Polyray's effective interest
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12,

For the year ended

31 December 2005
100%
Polyray’s effective interest

For the period ended
31 Aupgust 2006
100%
Polyray’s effective interest

Profit/

Assets  Liabilities Equity  Revenues (loss)
HK$'000  HK$000  HK$'000  HKI000  HK$000
6,037 2.837 3,200 11,816 (74)
3,019 1.419 1,600 5.908 (37)
3,932 732 3,200 6,450 -
1,966 366 1.600 3,225 -

The cumulative unrecognized profits of the jointly controlled entity amounted to
Nil. HK$37,000, Nil. and Nil as at 31 December 2003, 2004 and 2005 and 31 August

2006, respectively.

INVENTORIES

Clinic supplies
Laboratory supplies

As at
31/12/2003

As at As at As at
31/12/2004 31/12/2005  31/08/2006

HK$'000 HK3'000 HK$ 000 HK$'000

164 150 171 171
157 181 112 112
321 331 283 283
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13. TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES

Trade receivables, deposits, prepayments and other receivables are expected to be
recovered within one year.

The credit policy of Polyray is set out in note 20. The aged analyses of trade receivables

as at the balance sheet dates are as follows:

As at As at As at As at
31/12/2003 3171272004  31/12/2005  31/08/2000
HK$'000 HK$'000 HK$'000 HK$'000

Current 1,271 1,403 1,006 1,120
31 - 60 days 1,361 1,202 249 596
61 — 90 days 926 856 948 417
Over 90 days 915 917 1,044 623
4,473 4,378 3,247 2,756

Less: Provision for bad and
doubtful debts - - (16) (20)
4,473 4,378 3,231 2,736

14. LOANS AND AMOUNTS DUE FROM/TO A FELLOW SUBSIDIARY, A
JOINTLY CONTROLLED ENTITY AND SHAREHOLDERS

These amounts are interest free, unsecured and have no fixed terms for repayment.

15. OTHER PAYABLES AND ACCRUALS

Other payables and accruals are expected to be settled within one year.
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16. OBLIGATIONS UNDER FINANCE LEASES

As at the balance sheet dates, Polyray had cobligations under finance leases repayable as

follows:

As at 31 December 2003

Within one year

More than one year but
not exceeding two years

More than two years but
not exceeding five years

As at 31 December 2004

Within one year

More than one year but
not exceeding two years

More than two years but
not exceeding five years

Interest
Present value expense
of minimum relating to  Total minimum
lease payments future periods lease payments
HK$'000 HK$ 000 HEK$'000
349 113 462
393 68 461
352 34 386
745 102 847
1,094 215 1,309
Interest
Present value expense

of minimum
lease payments

relating to
future periods

Total minimum
lease payments

HK3 000 HK$'000 HK3'000
393 68 461
365 20 385
365 20 385
758 88 846
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As at 31 December 2005

Within one year

More than one year but
not exceeding two years

More than two years but
not exceeding five years

As at 31 August 2006

Within one year

More than one year but
not exceeding two years

More than two years but
not exceeding five years

Present value
of minimum
lease payments

Interest
expense
relating to
future periods

Total minimum
lease payments

HK$ 000 HK3'000 HK$'000
365 20 385
365 20 385

Interest

Present value expense
of minimum relating to  Total minimum
lease payments future periods lease payments
HK3'000 HK$'000 HK$'000
76 1 77
76 l 77
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17. INCOME TAX IN THE BALANCE SHEETS

(a)

(b)

Current taxation in the balance sheets represents:

As at As at As at As at
31/12/2003  31/12/2004  31/12/2005  31/08/2006
HK$ 000 HK$'000 HK$'000 HK3'000

Provision for Hong Kong
profits tax

— current year/period 650 731 647 382

— prior years - - - 47
Provisional profits

tax paid (1,008) 610) (641) -

Taxation payable/
(recoverable) (358) 121 6 429

Deferred tax liabilities recognized:

The components of deferred tax liabilities recognized in the balance sheets and the

movements during the Relevant Periods are as follows:

As at As at As at As at
31/12/2003  31/12/2004  31/12/2005 31/08/2006
HK$'000 HK$'000 HK$'000 HK$'0060

As at the beginning

of the year/period - 200 291 291
Charged/(credited) to the
income statement 200 a1 - {63)

As at the end
of the year/period 200 291 291 228

The deferred tax liability relates to the tax effect of the excess of depreciation

allowances claimed for tax purposes over related depreciation expense.
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18. SHARE CAPITAL

Authorized:
100,000 ordinary shares
of HK$1 each

{ssued and fully paid:
17,000 ordinary shares
of HK$1 each

19. COMMITMENTS

(a) <Capital commitments

As at As at As at As at
31/12/2003 31/12/2004 31/12/2005 31/08/2006
HK$'000 HK$'000 HK$'000 HK$'000

100 100 100 100

17 17 17 17

Capital expenditure outstanding as at the balance sheet dates not provided for in the
financial statements are as follows:

Contracted for
Authorized but
not contracted for

As at As at As at As at
31/12/2003  31/12/2004  31/12/2005  31/08/2006
HK$'000 HK$'000 HK$'000 HK3'000
- - - 957

- - - 600

- - - 1.557

{b) Operating lease commitments

As at the balance sheet dates, the total future minimum lease payments under
non-cancelable operating leases in respect of property rental are payable as follows:

Within one year

More than one year
but not exceeding
two years

More than two years
but not exceeding
five years

As at As at As at As at
31/12/2003 31/12/2004  31/12/2005 31/08/2006
HKE 000 HK$'000 HK$'000 HK$ 000

391 942 936 1.245
846 452 681 1,259
429 - 1,331 1,515
2,166 1,394 2,948 4,019
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20.

Polyray leases a number of properties under operating leases. The leases typically
run for an initial period of one to six years, with an option to renew the lease when all
terms are renegotiated. Lease payments are usually increased annually to refiect market
rentals. None of the leases include contingent rentals.

FINANCIAL INSTRUMENTS

Exposure to credit and liquidity risks arises in the normal course of Polyray’s business.

These risks are limited by Polyray's financial management policies and practices described

below.

(a) Credit risk

Polyray's credit risk is primarily attributable to trade and other receivables.
Management has a credit policy in place and the exposures to these credit risks are
monitored on an ongoing basis.

In respect of trade and other receivables, credit evaluations are performed on all
customers requiring credit over a certain amount. These receivables are due within 30
days from the date of billing. Normally, Polyray does not obtain collateral from

customers.

As at the balance sheet dates, Polyray has certain concentration of credit risk as
significant portions of the total trade and other receivables were due from its five largest

customers.

The maximum exposure to credit risk is represented by the carrying amount of each
financial asset in the balance sheets. Polyray does not provide any other guarantees which
would expose it to credit risk.

(b) Liquidity risk

Polyray’s policy is to regularly monitor current and expected liquidity requirements
to ensure that it maintains sufficient reserves of cash and adequate committed lines of
funding from major financial institutions and group companies to meet its liquidity
requirements in the short and longer term.
(¢} Fair values

The fair value of receivables, deposits and prepayments, payables and accruals and

amounts due from/(to) group companies are assumed to approximate their carrying
amounts.
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21, MATERIAL RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in the Financial Information, Polyray had the following
material related party transactions during the Relevant Periods:

(i)

(ii)

(ii)

(iv)

V)

For the years ended 31 December 2003, 2004 and 2005 and the eight months ended
31 August 2006, Polyray paid management fees to a fellow subsidiary amounting to
approximately HK$816,000, HKS$938.000. HK$713,000 and HKS$388,000
respectively, which were based on terms agreed between the parties.

For the years ended 31 December 2003, 2004 and 2005 and the eight months ended
31 August 2006, Polyray paid expenses recharges to a fellow subsidiary amounting
to approximately HK$ 1,600,000, HK$1,560,000, HK$1,560,000 and HK$1,040,000
respectively, which were based on terms agreed between the parties.

For the years ended 31 December 2003, 2004 and 2005 and the eight months ended
31 August 2006, Polyray received management fees from its jointly controlled
entity, Polylight Technology Limited, amounting to approximately HK$1,493,000,
HK$1.374,000, HK$1.936.000 and HK$657,000 respectively. which were based on
terms agreed between the parties.

For the years ended 31 December 2003, 2004 and 2005 and the eight months ended
31 August 2006, Polyray paid radiologist fees to a related company amounting (o
approximately HK$4,829.000, HK$5.300,000, HK$4,458,000 and HK$2,643,000
respectively, which were based on terms agreed between the parties.

For the years ended 31 December 2003, 2004 and 2005 and the eight months ended
31 August 2006, Polyray paid profit sharing bonuses to its sharcholders amounting
to approximately HK$4,423,000, HK$4,888,000, HK$4,414,000 and HK$1,180,000
respectively, which were based on terms agreed between the parties.

22, SUBSEQUENT EVENTS

Save as disclosed elsewhere in the Financial Information, there were no significant events
subsequent to 31 August 2006.

23, SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by Polyray in respect of any period
subsequent to 31 August 2006.

Yours faithfully,

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountanis
Hong Kong
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B.

DISCUSSION AND ANALYSIS OF THE PERFORMANCE OF POLYRAY
FOR THE YEAR ENDED 31 DECEMBER 2003
Business Review
{a) Turnover
For the year ended 31 December 2003, turnover was approximately HK$30,792,000.
(b) Gross profit margin

Polyray's gross profit was approximately HK$ 11,046,000 for the year ended 31
December 2003 and gross profit margin was 36%.

{c) Managemen: fees and other operating expenses

Management fees and other operating expenses of Polyray amounted to
approximately HK$11,779.000.

{(d) Profit for the vear

Al profit after tax for the year ended 31 December 2003 of Polyray was paid to
shareholders in the form of management fee except that there was an overpayment of
HK$420.000 management fee to shareholders. The accounts therefore showed the same
amount of loss for the year 2003.

{e) Liguidity and financial resources

The working capital of Polyray was mainly funded by its internally generated funds.
The average term of credit for customers was 30 days.

As at 31 December 2003, the current ratio (current assets divided by current
liabilities) was 1.62.

{f) Staff costs

Total staff cost (including directors’ remuneration) for the year ended 31 December
2003 comprised of wages, salaries and staff welfare of HK$12,180.000 and pension and
scheme contributions of HK$216.,000.

() Capital structure

As at 31 December 2003, issued share capital was HK$17,000 and there were no
other issued or outstanding loan capital, preference shares or convertible securities.
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(h} Obligation under finance leases

As at 31 December 2003, Polyray had obligation under finance leases of
approximately HK$1.,094,000.

(i) Foreign exchange risk

Foreign exchange risk was minimal as majority of transactions were denominated in
Hong Kong dollars,

(j) Capiral commitment

As at 31 December 2003, Polyray did not have any capital commitment.
(k) Contingent liability

As at 31 December 2003, Polyray did not have any contingent liability.
FOR THE YEAR ENDED 31 DECEMBER 2004
Business Review

Sales revenue improved by 9.4% to HK$33.7 million. It was contributed by business
referrals from a newly signed-up medical group and medical checkups and treatments
brought forward from 2003 when SARS outbreak deterred patients from going to clinics.
{a} Turnover

For the year ended 31 December 2004, turnover was approximately HK$33,689,000
(2003: HK$30,792,000). This represented an increase of HK$2,897,000 over that of the
previous year.
(b} Gross profit margin

For the year ended 31 December 2004, Polyray’s gross profit was approximately
HK3$12.350,600 (2003: HK$11,046,000). Gross profit margin increased slightly from
36% in 2003 to 37% in 2004.

(¢} Management fees and other operating expenses

In line with the increase in turnover, management fees and other cperating expenses
of Polyray increased by 8% to approximately HK$12,487,000 (2003: HK$11,779,000).

(d) Profit for the year

As a normal practice, all profit after tax for the year ended 31 December 2004 of
Polyray was paid to shareholders in the form of management fee except that there was an
adjustment of HK$420.000 management fee overpaid to shareholders in year 2003, The
accounts therefore showed the same amount of profit for the year 2004.
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(e} Liguidity and financial resources

The working capital of Polyray was mainly funded by its internally generated funds.
The average term of credit for customers was 30 days.

As at 31 December 2004, the current ratio (current assets divided by current
liabilities) was 1.50.

(f}  Staff costs

Total staff cost (including directors’ remuneration} for the year ended 31 December
2004 was comprised of wages, salaries and staff welfare of HK$14,084,000 and pension
scheme contributions of HK$254,000.

fg) Capital structure

As at 31 December 2004, issued share capital was HK$17,000 and there were no
other issued or outstanding loan capital, preference shares or convertible securities.

(h) Obligation under finance leases

As at 31 December 2004, Polyray had obligation under finance leases of
approximately HK$758,000 (2003: HK$1,094,000).

(i) Foreign exchange risk

Foreign exchange risk was mintmal as majority of transactions were denominated in
Hong Kong dollars,

(j) Capital commitment
As at 31 December 2004, Polyray did not have any capital commitment,
(k) Contingent liability

As at 31 December 2004, Polyray did not have any contingent liability.
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FOR THE YEAR ENDED 3i DECEMBER 2005
Business Review

It was a challenging year to Polyray. There were new diagnostic centres opened up
in the market. To remain competitive, Polyray has decreased the service fees and actively
developed new business with insurance companies and medical groups. Sales revenue in
the year 2005 was therefore HK$28.6 million, a decrease of 15% when compared with
that of last year.

(a} Turnover

For the year ended 31 December 2005, turnover was approximately HK5$28,607,000
(2004: HK$33,689,000). This represented a decrease of HK$5,082,000 over that of the
previous year.
ib) Gross profit margin

For the year ended 31 December 2005, Polyray’s gross profit was approximately

HK$ 9,726,000 (2004: HK$ 12.350,000). The gross profit margin decreased from 37% in
2004 to 34% in 2005 due to a fall in service charges resulting from keen competition.

{c) Management fees and other operating expenses

As turnover decreased by 15% in 2005, the management fees and other operating
expenses of Polyray also decreased by 11% to approximately HK$11,078,000 (2004:
HK$12.487.000).

{d) Profir for the year

As a normal practice, all profit after tax for the year ended 31 December 2005 was
paid to sharcholders in the form of management fee. The accounts therefore showed no
profit for the year.

(e) Liquidity and financial resources

The working capital of Polyray was mainly funded by its internally generated funds,
The average term of credit for customers was 30 days.

As at 31 December 2005, the current ratio {current assets divided by current
liabilities) was 2.27,

{(f} Staff costs

Total staff cost (including directors’ remuneration) for the year ended 31 December
2005 was comprised of wages, salaries and staff welfare of HK$12,862,000 and pension
and scheme contributions of HK$265,000.

(g) Capital structure

As at 31 December 2005, issued share capital was HK$17.000 and there were no
other issued or outstanding loan capital, preference shares or convertible securities.
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(h} Obligation under Finance Leases

As at 31 December 2005, Polyray had obligation under finance leases of
approximately HK$365,000 (2004: HK$758,000).

(i) Foreign exchange risk

Foreign exchange risk was minimal as majority of transactions were denominated in
Hong Kong dollars.

(i) Capital commitment

As at 31 December 2005, Polyray did not have any capital commitment.
(k} Contingent liability

As at 31 December 2005, Polyray did not have any contingent liability.
FOR THE EIGHT MONTHS ENDED 31 AUGUST 2006
Business Review

Although demand for diagnostic service continues to shift from public hospitals to
private clinics. the diagnostic industry remains competitive as more private-run
diagnostic centres arc opening up. It also increases the demand for radiographers and
hence pushing up their pay level. Sales revenue of Polyray for the eight months period
ended 31 August 2006 was HK$16.4 million.
(a) Turnover

For the period ended 31 August 2006, turnover was approximately HK$16,380,000.

(b))  Gross profit margin

For the period ended 31 August 2006, gross profit was approximately
HK$5.6(1.000, resulting in a gross profit margin of 34% which is the same as 2005.

(¢} Management fees and other operating expenses

For the period ended 31 August 2006, management fees and other operating
expenses was approximately HK$5,922,000.

{d) Profit for the period

As a normal practice, all profit after tax for the period ended 31 August 2006 was
paid to sharehelders in the form of management fee, no profit was recorded for the period.

{e) Liguidity and financial resources

The working capital of Polyray was mainly funded by its internally generated funds.
The average term of credit for customers was 30 days.
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As at 31 August 2006, the current ratio {current assets divided by current liabilities)
was 2.78.

(f) Staff costs

Total staff cost (including directors’ remuneration) for the period ended 31 August
2006 was comprised of wages, salaries and staff welfare of HK$7,244,000 and pension
and scheme contributions of HK$143,000.

(g} Capital structure

As at 31 August 2006, issued share capitai was HK$17,000 and there were no other
issued or outstanding loan capital, preference shares or convertible securities.

{h) Obligarion under finance leases

As at 31 August 2006, Polyray had obligation under finance leases of approximately
HK$76,000.

(i) Foreign exchange risk

Foreign exchange risk was minimal as majority of transactions were denominated in
Hong Kong dollars.

(j) Capital commitment
As at 31 August 2006, Polyray had capital commitments of HK$1,557,000.
{k) Conringent liability
As at 31 August 2006, Polyray did not have any contingent liability.
C. OUTLOOK

Hong Kong SAR government has implemented medical policy to alleviate the pressure of
medical and diagnostic demand in public hospitals by shifting the services to the private
clinics. In addition, Hong Kong people were also more health conscious after SARS in 2003,
To this end, Polyray will benefit from these favourable changes and will aggressively promote
body check program to doctors, insurance companies and medical groups,
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A. ACCOUNTANTS’ REPORT ON POLYLIGHT

The following is the text of a repart, prepared for the sole purpose of inclusion in this
circular, received from the reporting accountants of Polylight, HLB Hodgson Impey Cheng,
Chartered Accountants, Certified Public Accounrants, Hong Kong. As described in the
paragraph headed “Docuents Available for Inspection” in appendix V. a copy of the
following accountants’ report is available for inspection.

31/F. Gloucester Tower
The Landmark

HLB @ 7 & 3 T B OFF 11 Pedder Street
Hodgson Impey Cheng Central

Hong Kong

Chartered Accountants
Certified Public Accountants

15 November 2006

The Directors

Hong Kong Health Check and Laboratory Holdings Company Limited
Shop 2B & 2C. Level |

Hilton Plaza Commercial Centre

3-9 Shatin Centre Street

Shatin, New Territories

Hong Kong

Dear Sirs,

INTRODUCTION

We set out below our audit report on the financial information in respect of Polylight
Technology Limited (“Polylight™), including the balance sheets as at 31 December 2003, 2004
and 2005 and 31 August 2006, the income statements, cash flow statements and statements of
changes in equity for the years ended 31 December 2003, 2004 and 2005 and the eight-month
period ended 31 August 2006 (the “Relevant Periods™), and the notes thereto (the “Financial
Information”), for inclusion in the circular of Hong Kong Health Check and Laboratory
Holdings Company Limited dated 15 November 2006 (the “Circular™).

In addition, we set out below our review report on the comparative financial information
of Polylight, including the income statement, cash flow statement and statement of changes in
equity for the eight-month period ended 31 August 2005, and the notes thereto (the
“Comparative Financial Information™), for inclusion in the Circular.
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AUDIT REPORT ON THE FINANCIAL INFORMATION FOR THE RELEVANT
PERIODS

Basis of preparation of the Financial Information for the Relevant Periods

The statutory financial statements of Polylight for the years ended 31 December 2003,
2004 and 2005 were prepared in accordance with accounting principles generally accepted in
Hong Kong and were audited by KPMG. Certified Public Accountants, Hong Kong. The
management accounts of Polylight for the eight-month periods ended 31 August 2005 and 2006
were unaudited.

The Financial Information of Polylight has been prepared by the directors of Polylight
(the “Polylight Directors™) based on the audited financial statements and unaudited
management accounts of Polylight for the Relevant Periods and in accordance with accounting
principles generally accepted in Hong Kong and the disclosure requirements of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
*Listing Rules™).

Respective responsibilitics of the Polylight Directors and the reporting accountants

The Polylight Directors are responsible for the preparation of the Financial Information
of Polylight which gives a true and fair view. In preparing the Financial Information of
Polylight which gives a true and fair view, it is fundamental that appropriate accounting
policies are selected and applied consistently. The directors of Hong Kong Health Check and
Laboratory Holdings Company Limited are responsible for the contents of the Circular in
which this report is included. It is our responsibility to form an independent opinion, based on

our audit, on the Financial Information of Polylight.

Basis of opinion

As a basis for forming an opinion on the Financial Information of Polylight, for the
purpose of this report. we have audited the Financial Information of Polylight for the Relevant
Periods in accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA’) and have carried out such additional
procedures as we consider necessary in accordance with the Auditing Guideline 3.340
“Prospectuses and the reporting accountant” issued by the HKICPA.,

An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the Financial Information of Polylight. It also includes an assessment of the
significant estimates and judgments made by the Polylight Directors in the preparation of the
Financial Information of Polylight, and of whether the accounting policies are appropriate to
the circumstances of Polylight, consistently applied and adequately disclosed.
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We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance as to whether the Financial Information of Polylight is free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the
presentation of the Financial Information of Polylight. We believe that our audit provides a

reasonable basis for our opinion.

Audit opinion

In our opinion, for the purposes of this report, the Financial Information gives a true and
fair view of the results and cash flows of Polylight for each of the Relevant Periods, and of the
balance sheets of Polylight as at 31 December 2003, 2004 and 2005 and 31 August 2006.

REVIEW REPORT ON THE COMPARATIVE FINANCIAL INFORMATION

Respective responsibilities of the Polylight Directors and the reporting accountants

The Polylight Directors are also responsible for the preparation of the unaudited
Comparative Financial Information of Polylight.

It is our responsibility to form an independent conclusion, based on our review, on the

Comparative Financial Information of Polylight.

Review work performed

For the purpose of this report, we have also reviewed the Comparative Financial
Information of Polytight in accordance with Statement of Auditing Standards 700
“Engagements (o review interim financial reports” issued by the HKICPA. A review consists
principally of making enquires of management and applying analytical procedures to the
Comparative Financial Information of Polylight and based thereon, assessing wheiher the
accounting policies and presentation have been consistently applied unless otherwise
disclosed. A review excludes audit procedures such as tests of controls and verification of
assets, liabilities and transactions. It is substantially less in scope than an audit and therefore
provides a lower level of assurance than an audit. Accordingly we do not express an audit

opinion on the Comparative Financial Information of Polylight,

Review conclusion

On the basis of our review which does not constitute an audit, for the purpose of this
report. we are not aware of any material medifications that should be made to the Comparative
Financial Information of Polylight for the eight-month period ended 31 August 2005.

- 103 -




APPENDIX 111

ACCOUNTANTS’ REPORT OF POLYLIGHT

1. THE FINANCIAL INFORMATION

A. Income Statements

Year Year Year 8 months 8 months

ended ended ended ended ended

3171272003 3171272004  31/12/2005 31/08/2005 31/08/2006

Notes  HK$'000  HK$000  HK$'000  HK$'000  HKE000

(Unaudited)
Turnover 4 12,343 (11,437 11,816 1,776 6,450
Interest income from bank

deposits - - 14 1 25

Materials and consumables (753) (520) (439) (360) (222)

Staff costs 6 (3.341) (3,463) (3.386) {2,338) (1.975)

Depreciation (1,783) (1,287) {1,258) {845) {1.032)

Management fees (863) (972) (995) (642) (487)

Other operating expenses (4,315} (4,291) (5,254) (3,131) (2,471)

Finance costs 7 (1,215 (904) (537) (397) (133)
Profit/(L.oss) before

taxation 5 73 - 39 64 155

Income tax 8 k)] T4 (35) (64) (155)
Profit/(Loss) for the

year/period - 74 (74) - -

Dividends - - - - -

Earnings/(Loss) per share

Earnings/(Loss) per share has not been presented as such information is not considered

meaningful having regard to the purpose of this report.
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B. Balance Sheets

As at As at As al As at
31/12/2003 31/12/2004 31/12/2005 31/08/2006
Notes HK$'000  HK$'000  HK$'000  HK$'000

Non-current assets
Fixed assets 9 4,161 2912 1,672 647

Current assets

Inventories 13 25 34 60
Trade receivables 10 912 1,084 1.050 906
Deposits, prepayments and
other receivables 10 422 415 438 354
Amounts due from shareholders H 3,971 4,244 174 487
Cash and cash equivalents 1,309 1.240 2,669 1.478
6,633 7.008 4,365 3,285
Total assets 10,794 9.920 6,037 3932

Current liabilities

Other payables and accruals 12 604 290 291 286
Amount due to a fellow subsidiary 13 142 644 138 83
Amounts due Lo shareholders H 470 1,045 628 22
Shareholders’ loans H 1,200 1,200 - -
Obligations under finance leases 14 1.637 1,722 1,594 -
Taxation payable 15 - - 35 237

4,053 4,901 2,686 628
Net current assets 2,580 2,107 1,679 2.657
Total assets less current liabilities 6,741 5,019 3.351 3,304

Non-current liabilities

Obligations under finance leases 14 3,316 1,594 - -
Deferred taxation 15 225 151 151 104

3,541 1,745 151 104
NET ASSETS 3,200 3,274 3.200 3,200

CAPITAL AND RESERVES
Equity attributable to the equity
holders of Polylight

Share capital 16 3,200 3,200 3,200 3,200
Retained profit - 74 - -
Total equity 3,200 3,274 3,200 3,200
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C. Cash Flow Statements

8 months 8 months
Year ended Year ended  Year ended ended ended
31/12/2003  31/12/2004  31/12/2005  31/08/2005  31/08/2006
HK3'600 HK$'000 HK$'000 HK3'000 HK§'000
(Unaudited)
Cash flows from
operating activities
Profit/(Loss) before
taxation 73 - (39 04 155
Adjustments for:
Depreciation 1,783 1,287 1,258 845 1.032
Loss/(gain} on disposal
of fixed assets - - 1 (3) -
Interest income - - (14) (1) (25)
Finance charges on
obligations under
finance leases 1,208 897 332 394 116
Operating cash flows
before changes in
working capital 3,064 2,184 1,738 1,299 1,278
Inventories 23 (12) (9 4 (26)
Trade receivables (19) (172) 34 85 144
Deposits, prepayments
and other receivables 82 7 (23) (188) 84
Amounts due from
shareholders (7153 (267) 4,070 1,277 (313)
Shareholders’ loans - - (1,200) (1,200) -
Amounts due to
shareholders 470 575 (417) (559} {606)
Other payables and
accruals (249) (314) 1 142 (5
Amount due to
a fellow subsidiary 21 502 (506) KXK) (55)
Cash generated from
operations 2,639 2,503 3.688 1,193 501
Interest received - - 4 1 25
Hong Kong profits
tax paid - - - - -
Net cash generated
from operating
activities 2.639 2,503 3,702 1,194 526
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Cash flows from
investing activities
Proceeds from disposal

of fixed assets
Purchase of fixed assets
Interest element of
finance lease rentals
paid

Net cash used in
investing activities

Cash flows from
financing activities

Capital element of
finance lease rentals
paid

Net cash used in
financing activities

Net increase/(decrease)
in cash and cash
equivalents

Cash and cash
equivalents brought
forward

Cash and cash
equivalents carried
forward

Analysis of the balances
of cash and cash
equivalents

Cash at bank and
on hand

Cash and cash
equivalents in the
balance sheets and the
cash flow statements

8 months 8 months

Year ended Year ended  Year ended ended ended
31/12/2003  31/12/2004  31/12/2005  31/08/2005  31/08/2006
HK$'000 HK$°000 HK$'000 HK$'000 HK$'000

(Unaudited)

- - 190 190 -

(5) (38) (209) (101) M

(1,208) (897) (532) (394) (116)
(1,213 (935) (551) (305) {123)
(1,326) (1,637} {1,722) (1,155) (1,594)
(1,326) (1,637) {1,722) (1.155) (1,554)

100 (69 1,429 (266) (1,191)

1,209 1,309 1,240 1.240 2,669
1,309 1,240 2,669 974 1,478

1,309 1,240 2,669 974 1,478

1.309 1,240 2,669 974 1,478
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D. Statements of Changes in Equity

Share Retained
capital profit Total equity
HK$'000 HK$'000 HK$’000
Balance as at 1 January 2003 3,200 - 3,200
Result for the year - - -
Balance as at 1 January 2004 3.200 - 3,200
Profit for the year - 74 74
Balance as at 1 January 2005 3,200 74 3.274
Loss for the year - (74) (74)
Balance as at 1 January 2006 3,200 - 3,200
Result for the period - - -
Balance as at 31 August 2006 3.200 - 3,200
Balance as at 1 January 2005 3,200 74 3,274
Result for the period - - -
Balance as at 31 August 2005,
unaudited 3,200 74 3,274

2. GENERAL

Polylight Technology Limited (“Polylight”) is a company incorporated and domiciled in
Hong Kong and has its registered office and principal place of business at Room 1802-03,
Leighton Centre, 77 Leighton Road, Causeway Bay, Hong Kong.

The directors of Polylight (the “Polylight Directors™) consider the immediate holding
companies to be Polyray Technology Limited and Dynamic Mate Limited, both of which were

incorporated in Hong Kong.

The principal activity of Polylight is the provision of medical magnetic resonance
imaging services in Hong Kong.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(a) Statement of'compliance

The Financial Information has been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards ("HKFRSs”), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA™), accounting principles generally accepted in Hong Kong
and applicable disclosures required by the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and the Hong Kong
Companies Ordinance,

A summary of the significant accounting policies adopted by Polylight is set out
below,

(b) Basis of preparation of the Financial Information

The measurement basis used in the preparation of the Financial Information is the
historical cost basis.

The preparation of financial statements in conformity with HKFRSs requires
management to make judgments, estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgments about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the period in which the estimate is
revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

(¢) Revenue recognition

Provided it is probable that the economic benefits will flow to Polylight and the
revenue and costs, if applicable, can be measured reliably, revenue is recognized in the
income statement as follows:

Income from imaging services

Income from medical magnetic resonance imaging services is recognized when
the services are rendered.
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(d) Fixed assets and depreciation

Fixed assets are stated at cost less depreciation and impairment losses (see note
3(M). Depreciation is calculated to write-off the cost of fixed assets on the straight-line
basis over their estimated useful lives as follows:

Leasehold improvements 3 years
Computer equipment 6 years
Furniture, fixtures and office equipment 5 years
Plant and machinery 6 years

Both the useful life of an asset and its residual value, if any, are reviewed annually.

Gains or losses arising from the retirement or disposal of an item of fixed assets are
determined as the difference between the net disposal proceeds and the carrying amount
of the item and are recognized in the income statement on the date of retirement or
disposal.

(e) Leased assets

Assets that are held by Polylight under leases which transfer to Polylight
substantially al the risks and rewards of ownership are classified as being held under
finance leases. Leases which do not transfer substantially all the risks and rewards of
ownership to Polylight are classified as operating leases.

(i) Assets acquired under finance leases

Where Polylight acquires the use of assets under finance leases, the amounts
representing the fair value of the leased assets, or, if lower, the present value of the
minimum lease payment, of such assets, are included in fixed assets and the
corresponding liabilities, net of finance charges, are recorded as obligations under
finance leases. Depreciation is provided at rates which write off the cost of the assets
in equal annual amounts over the term of the relevant lease or, where it is likely
Polylight will obtain ownership of the asset, the life of the asset, as set out in note
3(d). Impairment losses are accounted for in accordance with the accounting policy
as set out in note 3(f). Finance charges implicit in the lease payments are charged
to the income statement over the period of the leases so as to preduce an
approximately constant periodic rate of charge on the remaining balance of the
obligations for each accounting period. Contingent rentals are written off as an
expense of the accounting period in which they are incurred.
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(ii) Operating lease charges

Where Polylight has the use of assets under operating leases. payments made
under the leases are charged to the income statement in equal instalments over the
accounting periods covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from the leased asset.
Lease incentives received are recognized in the income statement as an integral part
of the aggregate net lease payments made. Contingent rentals are charged to the
income statement in the accounting period in which they are incurred.

(f) Impairment of assets

Internal and external sources of information are reviewed at each balance sheet date
to identify indications that fixed assets may be impaired. If any such indication exists, the
asset’s recoverable amount is estimated. An impairment loss is recognized whenever the
carrying amount of an asset exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price and value
in use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of
time value of money and the risks specific to the asset. Where an asset does not generate
cash inflows largely independent of those from other assets, the recoverable amount is
determined for the smallest group of assets that generates cash inflows independently (i.e.
a cash-generating unit).

(g) Inventories
Inventories are carried at the lower of cost and net realizable value.

Cost is calculated on a first-in-first-out basis and comprises all costs of purchase,
cost of conversion and other costs incurred in bringing the inventories to their present
location and condition. Net realizable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the estimated costs
necessary to make the sale,

When inventories are sold, the carrying amount of those inventories is recognized
as an expense in the period in which the related revenue is recognized. The amount of any
write-down of inventories to net realizable valug and all losses of inventories are
recognized as an expense in the period in which the write-down or loss occurs. The
amount of any reversal of any write-down of inventories, arising from an increase in net
realizable value. is recognized as a reduction in the amount of inventories recognized as
an expense in the period in which the reversal occurs.
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(h) Trade and other receivables (including amounts due from shareholders)

Trade and other receivables are initially recognized at fair value and thereafter
stated at amortized cost less impairment losses and provision for bad and doubtful debts,
except where the effect of discounting would be immaterial. In such cases, the receivables
are stated at cost less impairment losses and provision for bad and doubtful debts.

Impairment losses for bad and doubtful debts are measured as the difference
between the carrying amount of the financial asset and the estimated future cash flows,
discounted where the effect of discounting is material.

(i) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with
banks and other financial institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are subject to an insignificant
risk of changes in value, having been within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an integral part of Polylight’s cash
management are also included as a component of cash and cash equivalents for the
purpose of the cash flow statement.

(j) Other payables (including amount due to a fellow subsidiary, amounts due to
shareholders, and shareholders’ loans)

Other payables are initially recognized at fair value and thereafter stated at
amortized cost unless the effect of discounting would be immaterial, in which case, they
are stated at cost.

(k) Provisions and contingent liabilities

Provisions are recognized for liabilities of uncertain timing or amount when
Polylight has a legal or constructive obligation arising as a result of a past event, it is
probable that an ocutflow of economic benefits will be required to settle the obligation and
a reliable estimate can be made. Where the time value of money is material, provisions
are stated at the present value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-occurrence
of one or more future events are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.
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(H Income tax

(i} Income tax for the period comprises current tax and movements in deferred tax
assets and liabilities, Current tax and movements in deferred tax assets and
liabilities are recognized in the income statement except to the extent that they
related to items recognized directly in equity, in which case they are
recognized in equity.

(ii) Current tax is the expected tax payable on the taxable income for the period,
using tax rates enacted or substantively enacted at the balance sheet date, and
any adjustment to tax payable in respect of previous years.

(iii) Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts of
assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits.
Apart from differences which arise on initial recognition of assets and
liabilities, all deferred tax liabilities, and all deferred tax assets {o the extent
that it is probable that future taxable profits will be available against which the
asset can be utilized, are recognized.

The amount of deferred tax recognized is measured based on the expected
manner of realization or settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively enacted at the balance sheet
date. Deferred tax assets and liabilities are not discounted,

The carrying amount of a deferred tax asset is reviewed at each balance sheet
date and is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the related tax benefit to be utilized.
Any such reduction is reversed to the extent that it becomes probable that
sufficient taxable profit will be available.

{m) Translation of foreign currencies

Foreign currency transactions during the period are translated into Hong Kong
doilars at the exchange rates ruling at the transaction dates. Monetary assets and liabilities
denrominated in foreign currencies are translated into Hong Kong dollars at the exchange
rates ruling at the balance sheet date. Exchange gains and losses are dealt with in the
income statement,

{n} Employee benefits
Salaries, annuval bonuses. paid annual leave, contributions to defined contribution
plans and the cost of non-monetary benefits are accrued in the period in which the

associated services are rendered by employees. Where payment or settlement is deferred
and the effect would be material. these amounts are stated at their present values.
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(o) Related parties

Parties are considered to be refated to Polylight if Polylight has the ability, directly
or indirectly, to control the party or exercise significant influence over the party in
making financial and operating decisions, or vice versa, or where Polylight and the party
are subject to common control or common sigrificant influence. Related parties may be
individuals (being members of key management personnel, significant shareholders
and/or their close family members) or other entities and include entities which are under
the significant influence of related parties of Polylight where those parties are
individuals, and post-employment benefit plans which are for the benefit of employees of
Polylight or of any entity that is a related party of Polylight,

4. TURNOVER AND SEGMENT INFORMATION
Turnover represents the invoiced value of magnetic resonance imaging services rendered.

Polylight operates in one business and geographical segment which is the provision of
medical magnetic resonance imaging services in Hong Kong. Accordingly no business segment
or geographical segment information is presented.

5. PROFIT/LOSS) BEFORE TAXATION

Profit/(Loss) before taxation is arrived at after charging:

Year Year Year 8 months 8 months
ended ended ended ended ended
31/12/2003 31/12/2004 31/12/2005 31/08/2005 31/08/2006
HK3'0060 HK$'0060 HK$'600 HK$'000 HK$§'000
(Unaudited)
Depreciation
— Assets held for

use under
finance leases 1,622 1,123 1,123 749 -
— Other assets 161 164 135 96 1,032
1.783 1,287 1,258 845 1,032
Auditors’
remuneration 36 41 30 24 24
Operating lease
charges on
properties 645 746 716 483 540
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6. STAFF COSTS

(a) Total staff costs

Year Year Year 8 months 8 months

ended ended ended ended ended

317122003 31/12/2004 3171272005 31/08/2005  31/08/2006

HK3'000 HK3'000 HK$'000 HK$000 HK$000
(Unaudited)

Salaries, wages and

other benefits 3.305 3427 3,350 2,314 1.950
Contribution to defined

contribution

relirement scheme 36 36 36 24 25

Total, including
Polylight Directors’
remuneration 3.341 3.463 3.386 2,338 1,975

(b} Polylight Director’s remuneration

The remuneration of each of the Polylight Directors for the years ended 31
December 2003, 2004 and 2005, and the eight-month periods ended 31 August 2005 and
2000, respectively are set out below:

Year Year Year & months 8 months

ended ended ended ended ended

31/12/2003  31/12/2004  33/12/2005  31/08/2005  31/08/2006

HK3'000 HK$'000 HK$'000 HK$ 000 HK$'000
(Unaudited)

Damien Vincent

Marmion - - - - -
Matthew Ngan Man

Wong - - - - -
Kenny Hui King Leuk - - - - -
Keith Biddlestone - - - - -
Wong Kin Fung - - - - -
Andrew Wong Yan

King - - - - -
Yau Yat Yin - - -~ - -

There were no amounts paid during the Relevant Periods to the Polylight Directors
in connection with an inducement to join or as compensation for loss of office. Save as
disclosed above, no remuneration has been provided as payable in respect of the Relevant
Periods by Polylight to the Polylight Directors.
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(c) Employees’ emoluments

The emoluments of the five highest paid employees of Polylight (excluding the
Polylight Directors) for the years ended 31 December 2003, 2004 and 2005, and the
eight-month periods ended 31 August 2005 and 2006, respectively, are as follows:

Year Year Year 8 months 8 months

ended ended ended ended ended

31/12/2003  31/12/2004  31/12/2005  31/08/2005  31/08/2006

HKS$'000 HK3'000 HK$'000 HK$'000 HK$'000
{(Unaudited)

Salaries, wages and
other benefits 1416 1.511 1,324 985 330
Contribution to defined

conlribution
retirement scheme 36 36 36 24 25
Total 1,452 1,547 1,360 1,009 855

The number of highest paid employees of Polylight (excluding the Polylight
Directors) whose emoluments fall within the following band:

Nil to HK$1,000,000 5 5 5 5 5

{d} Compensation to key management personnel

The Polylight Directors consider that they are the only key management personnel

of Polylight and details of their compensation have been disclosed above.
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7. FINANCE COSTS

Year Year Year 8 months 8 months
ended ended ended ended ended
JA22003  31/12/2004 3171272005 31/08/2005  31/08/2006
HK3'000 HK$'000 HK$'000 HK3'000 HKS$'000
{Unaudited)
Finance charges on
obligations under
finance leases
wholly repayable
within five years 1.208 897 532 394 116
Other borrowing cosis 7 1 5 3 17
1,215 904 537 397 133
8. INCOME TAX
{a) Income tax in the income statements represents;
Year Year Year 8 months 8 months
ended ended ended ended ended
31/12/2003  31/12/2004  331/12/2005  31/08/2005  31/08/2006
HK$000 HK$'000 HK$'000 HK$'000 HKE'000
(Unaudited)
Current tax
Provision for Hong
Kong profits tax - - 35 64 186
{Over)/Under provision
in respect of prior
years (152) - - - 16
(152) - 35 64 202
Deferred tax
Origination and
reversal of
temporary
differences 225 (74) - - “hn
73 (74 35 64 155

The provision for Hong Kong profits tax is calculated at

assessable profits for each of the Relevant Periods.
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{b) Reconciliation between income tax expense/(credit) and profit/(loss) before taxation

at applicable tax rates:

Profit/(Loss) before

taxation

Notional tax on
profit/{loss) before
taxation, calculated
at the Hong Kong
profits tax rate of

17.5%

Tax effect on non-
deductible expenses
Tax effect on non-
taxable income
Under provision in
respect of prior years
Unused tax losses not

recognized

Other temporary

differences

Actual tax expense/

(credit)

Year Year Year 8 months 8 months
ended ended ended ended ended
31/12/2003  31/12/2004  31/12/2005  31/08/2005  31/08/2006
HK$'000 HK§'000 HK$'000 HK3'000 HK3'000
{Unaudited)

73 - (39) 64 155

13 - (N 11 27

54 86 65 53 40
- - ) - (22)

- - - - 16

- (160) - - -

6 - 2hH - 94

73 (4 35 64 155
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9.

FIXED ASSETS

Cost:
As at 1 January 2003
Additions

As at | January 2004
Additions

As at | January 2005
Additions
Disposals

As at 1 Janvary 2006
Additions

As at 31 August 2006

Accumulated depreciation:

As at 1 January 2003
Charge for the year

As at | January 2004
Charge for the year

As at | January 2005
Charge for the year
Written back on disposal

As at 1 Janvary 2006
Charge for the period

As at 31 August 2006

Net book value:
As at 31 Avgust 2006

As at 31 December 2005
As at 31 December 2004

As at 31 December 2003

Net book value of assets held

under finance leases

Furniture,
fixtures
Leasehold  Computer  and office  Piant and

improvements equipment equipment machinery Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
L3 129 7 10,448 10,697

- 5 - - 5
113 134 7 10,448 10,702

- 7 - 31 38
113 141 7 10,479 10,740
100 109 - - 209
(18) {4) (317 (339
195 246 7 10,162 10.610
- 7 - - 7
195 253 7 10,162 10,617
59 78 2 4,619 4,758
19 29 1 1,734 1,783
78 107 3 6,353 6,541
19 23 ] 1,244 1,287
97 130 4 1,597 7,828
15 21 ] 1,221 1.258
(14) (3) - (131) (148)
98 148 5 5.687 8.938
22 26 ! 983 1,032
120 174 6 9,670 9,970
75 79 ! 492 647
97 98 2 1475 1.672
16 H 3 2,882 2912
35 27 4 4,095 4,161
As at As at As at As at
31/12/2003  31/12/2004  31/12/2005 31/08/2006
HK3'000 HK$'000 HK3'000 HK$'000
3,650 2,527 1,404 -
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10. TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES

Trade receivables, deposits, prepayments and other receivables are expected to be

recovered within one year.

The credit policy of Polylight is set out in note 8. The aged analyses of trade receivables

as at the balance sheet dates are as follows:

As at As at As at As at
35/12/2003  31/12/2004  31/12/2005  31/08/2006
HKS$'000 HK$'000 HK$'000 HK3'000

Current 316 371 368 422
31 - 60 days 350 321 137 255
61 - 90 days 212 167 344 147
Over 90 days 238 349 325 106
1,116 1,208 1.174 930

Less: Provision for bad and
doubtful debts (204) (124) (124) (24)
912 1,084 1,050 906

1l. AMOUNTS DUE FROM/TO SHAREHOLDERS AND SHAREHOLDERS’ LOANS

The amounts due from/fto shareholders and the shareholders’ loans are interest free,

unsecured and have no fixed terms for repayment.

The shareholders’ loans from Polyray Technology Limited and Dynamic Mate Limited of
HK$600,000 each were repaid on 20 September 2005.

12. OTHER PAYABLES AND ACCRUALS

Other payables and accruals are expected to be settled within one year.

13. AMOUNT DUE TO A FELLOW SUBSIDIARY

The amount due is interest free, unsecured and has no fixed term for repayment.
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14. OBLIGATIONS UNDER FINANCE LEASES

As at the balance sheet dates, Polylight had obligations under finance leases repayable as

follows:

As at 31 December 2003

Within one year

More than one year but not
exceeding two years

More than two years but not
exceeding five years

As at 31 December 2004

Within one year

More than one year but not
exceeding two years

Meore than two years but not
exceeding five years

Present Interest
value of expense Total
minimum relating to minimum
lease future lease
payments periods payments
HK3'000 HK$'000 HK$'000
1,637 897 2,534
1,722 532 2,254
1,594 115 1,709
3,316 647 3,963
4,953 1,544 6,497

Present Interest
value of expense Total
minimum relating to minimum
lease future lease
payments periods payments
HK$'000 HK3'000 HK3000
1,722 532 2,254
1,594 114 1,708
1.594 i14 1,708
3.316 046 3,962
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As at 31 December 2005

Within one year

More than one year but not
exceeding two years

More than two years but not
exceeding five years

As at 31 August 2006

Within one year

More than one year but not
exceeding two years

More than two years but not
exceeding five years

Present Interest
value of expense Total
minimum relating to minimum
lease future lease
payments periods payments
HK$'000 HK3'000 HK$'000
1.594 114 1,708
1,594 114 1,708

Present Interest
value of expense Total
minimum relating to minimum
lease future lease
payments periods payments
HK3'000 HK$'000 HK3'000

- 122 -




APPENDIX III ACCOUNTANTS’ REPORT OF POLYLIGHT

15. INCOME TAX IN THE BALANCE SHEETS

(a) Current taxation in the balance sheets represents:

As at As at As at As at
31/12/2003  31/12/2004 31/12/2005 31/08/2006
HK3'000 HK$'000 HK3$ 000 HK3'000

Provision for Hong
Kong profits tax - - 35 237

(b) Deferred tax assets and liabilities recognized:

The components of deferred tax (assets)/liabilities recognized in the balance sheets
and the movements during the Relevant Periods are as follows:

Depreciation
allowances
in excess
of related
Tax losses depreciation Total
HK3'000 HK$'000 HK§'000
As at | January 2003 - - -
Charged/(credited) to
the income statement (128) 353 225
As at | January 2004 (128) 353 225
Charged/(credited) to
the income statement 63 (137) 74)
As at | January 2005 (65) 216 151
Charged/(credited) to
the income statement - - -
As at | January 2006 {(65) 216 151
Charged/(credited) to
the income statement 65 (112) (47)
As at 31 August 2006 - 104 104
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16. SHARE CAPITAL

As at As at As at As at
3171272003 31/12/2004  31/12/2005  31/08/2006
HK$'000 HK$'000 HK$'000 HK$'060
|
| Authorized:
4,000,000 ordinary shares of
HK$1 each 4,000 4,000 4,000 4,000
Issued and fully paid:
3,200,000 ordinary shares of
HK$1 each 3,200 3,200 3,200 3,200

17. OPERATING LEASE COMMITMENT

As at the balance sheet dates, the total future minimum lease payments under

non-cancelable operating lease in respect of property rental are payable as follows:

As at As at As at As at

31/12/2003  31/12/2004  31/12/2005  31/08/2006

HK$'000 HK$'000 HK$'000 HK$'000

Within one year 662 607 810 810
Mare than one year but not

exceeding two years 607 - 810 810
More than two years but not

exceeding five years - - 743 203

1,269 607 2,363 1,823

Polylight leases one property under operating lease. The lease typically runs for an initial

period of two years, with an option to renew the lease when all terms are renegotiated. Lease

payments are usually increased annually to reflect market rentals. The lease does not include

contingent rentals.
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18. FINANCIAL INSTRUMENTS

Exposure to credit and liquidity risks arises in the normal course of Polylight’s business.
These risks are limited by Polylight’s financial management policies and practices described
below.

(a) Credit risk

Polylight’s credit risk is primarily attributable to trade and other receivables.
Management has a credit policy in place and the exposures to these credit risks are

monitored on an ongoing basis.

In respect of trade and other receivables, credit evaluations are performed on all
customers requiring credit over a certain amount. These receivables are due within 30
days from the date of billing. Normally, Polylight does not obtain collateral from
customers.

As at the balance sheet dates, Polylight has certain concentration of credit risk as
significant portions of the total trade and other receivables were due from its five largest
customers.

The maximum exposure to credit risk is represented by the carrying amount of each
financial asset in the balance sheets. Polylight does not provide any other guarantees

which would expose it to credit risk.
(b) Liquidity risk

Polylight’s policy is to regularly monitor current and expected liquidity
requirements 1o ensure that it maintains sufficient reserves of cash and adequate
committed lines of funding from major financial institutions and group companies to meet
its liquidity requirements in the short and longer term,
{c)}) Fair values

The fair value of receivables. deposits and prepayments, payables and accruals and

amounts due from/(to) group companies are assumed to approximate their carrying
amounts.
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19, MATERIAL RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in the Financial Information, Polylight had the following
material related party transactions during the Relevant Periods:

(i)  For the years ended 31 December 2003, 2004 and 2005 and the eight months ended
31 August 2006, Polylight paid management fees to a fellow subsidiary amounting
to approximately HKS$555,000, HK$479.000, HK$521.000 and HK$261,000
respectively, which were based on terms agreed between the parties.

(ii) For the years ended 31 December 2003, 2004 and 2005 and the eight months ended
31 August 2006, Polylight paid radiclogist fees to a related company amounting to
approximately HK$1,829,000, HK$1,916,000, HK$2,026,000 and HK$1,120.000
respectively, which were based on terms agreed between the parties.

(iii) For the years ended 31 December 2003, 2004 and 2005 and the eight menths ended
31 August 2006, Polylight paid profit sharing bonuses to its sharcholder, Dynamic
Mate Limited, amounting to approximately HK$1.493,000, HK$1,373,000,
HK$1.936,000 and HK$656,000 respectively, which were based on terms agreed
between the parties.

(iv) For the years ended 31 December 2003, 2004 and 2005 and the eight months ended
31 August 2006, Polylight paid profit sharing bonuses to its shareholder, Polyray
Technology Limited, amounting to approximately HK$1,493,000, HK$1,374,000,
HK$1,936,000 and HK$657,000 respectively, which were based on terms agreed
between the parties.

20. SUBSEQUENT EVENTS

Save as disclosed elsewhere in the Financial Information, there were no significant events
subsequent to 31 August 2006.

21. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by Polylight in respect of any period
subsequent to 31 August 2006.

Yours faithfully.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants
Hong Kong
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B.

DISCUSSION AND ANALYSIS OF THE PERFORMANCE OF POLYLIGHT

FOR THE YEAR ENDED 31 DECEMBER 2003

Business Review

{a) Turnover

For the year ended 31 December 2003, turnover was approximately HK$12,343,000.

{b) Gross profit mnargin

Polylight’s gross profit was approximately HK$6,466,000 for the year ended 31
December 2003 and gross profit margin was 52.4%.

(¢} Management fees and other operating expenses

Management fees and other operating expenses of Polylight amounted to
approximately HK$5,178.000.

(d} Profit for the year

All profit after tax for the year ended 31 December 2003 of Polylight was paid to
shareholders in the form of management fee.

fe) Liquidity and financial resources

The working capital of Polylight was mainly funded by its internally general funds.
The average term of credit for customers was 30 days.

As at 31 December 2003, the current ratio {current assets divided by current
liabilities) was 1.64.

(f1  Staff costs

Total staff cost (including directors’ remuneration) for the year ended 31 December
2003 was comprised of wages, salaries and staff welfare of HK$3,305,000 and pension
and scheme contributions of HK$36,000.

{g) Capital structire

As at 31 December 2003. issued share capital was HK$3,200.000 and there were no
other issued or outstanding loan capital, preference shares or convertible securities.
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(h) Obligation under finance leases

As at 31 December 2003, Polylight had obligation under finance leases of
approximately HK$4,953,000.

(i} Foreign exchange risk

Foreign exchange risk was minimal as majority of transactions were denominated in

Hong Kong dollars.
{j) Capital commitment

As at 31 December 2003, Polylight did not have any capital commitment.
(k) Conringent liability

As at 31 December 2003, Polylight did not have any contingent liability.
FOR THE YEAR ENDED 31 DECEMBER 2004
Business Review

Due to more competitors entering the market which led to a price war, sales revenue
of Polylight was HK$11.4 million, a decrease of 7.3% comparing with that of the previous
year.
(a) Turnover

For the year ended 31 December 2004, turnover was approximately HK$11,437,000
(2003: HK$12,343,000). This represented a decrease of HK$906,000 over that of the
previous year.
(b) Gross profit margin

For the year ended 31 December 2004, Polylight’s gross profit was approximately
HK$6,167,000 (2003: HK$6,466,000). Gross profit margin increased slightly from 52.4%
in 2003 to 53.9% in 2004,

fc) Muanagement fees and other operating expenses

Management fees and other operating expenses of Polylight increased by 1.6% to
approximately HK$5,263,000 (2003: HK$5,178,000).
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{(d) Profit for the year
As a normal practice, profit after tax for the year ended 31 December 2004 of
Polylight was paid to shareholders in the form of management fee except that there was

an underpayment of HK$74.000 management fee to shareholders. The accounts therefore
showed the same amount of profit for the year 2004,

(e} Liquidity and financial resources

The working capital of Polylight was mainly funded by its internally generated
funds. The average term of credit for customers is 30 days.

As at 31 December 2004, the current ratio {current assets divided by current
liabilities) was 1.43.

(f} Staff costs

Total staff cost (including directors’ remuneration) for the year ended 31 December
2004 was comprised of wages, salaries and staff welfare of HK$3,427,000 and pension
scheme contributions of HK3$36,000.

(g) Capital structure

As at 31 December 2004, issued share capital was HK$3,200,000 and there were no
other issued or outstanding loan capital, preference shares or convertible securities.

(h) Obligation under finance leases

As at 31 December 2004, Polylight had obligation under finance leases of
approximately HK$3.316.000.

(i) Foreign exchange risk

Foreign exchange risk was minimal as majority of transactions were denominated in
Hong Kong dollars.

{(j) Capital commitinent

As at 31 December 2004, Polylight did not have any capital commitment.

(k) Conringent liability

As at 31 December 2004, Polylight did not have any contingent liability.
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FOR THE YEAR ENDED 31 DECEMBER 2005
Business Review

Despite the keen competition and lower service fees. Polylight recorded a sales
revenue of HK$11.8 million, a slight increase of 3.3% when compared with that of the
previous year. Finance expenses decreased by HKS$367,000. resulting from the
significantly reduced principal outstanding of the finance lease for the MRI machine.

(@) Turnover

For the year ended 31 December 20035, turnover was approximately HK$11,816,000
(2004; HK$11,437,000). This represented an increase of HK$379.000 over that of the
previous year due to the extension of opening hours by 1.5 hours each working day from
mid 2005 onwards.

(b} Gross profit margin

For the year ended 31 December 2005. Polylight’s gross profit was approximately
HK$ 6,733,000 (2004: HKS$ 6,167.000). Gross profit margin increased from 53.9% in
2004 to 57% in 2005 due to the lower average variable overhead contributed by the
extension of opening hours.

{c} Management fees and other operating expenses

Management fees and other operating expenses of Polylight increased by 18.7% to
approximately HK$6,249,000 (2004: HK$5,263.000) due to the increase in payment of
management fee to shareholders.

{d) Loss for the vear

As a normal practice, all profit after tax for the year ended 31 December 2005 of
Polylight was paid to shareholders in the form of management fee except that the
underpayment of management fee of HK$74,000 in the previous year was deferred to the
year reviewed. As a result a loss of the same amount was recorded.

{e) Liquidity and financial resources

The working capital of Polylight was mainly funded by its internally generated
funds. The average term of credit for customers was 30 days.

As at 31 December 2005, the current ratio (current assets divided by current
liabilities) was 1.63.

(f} Staff costs

Total staff cost (including directors’ remuneration) for the year ended 31 December
2005 was comprised of wages, salaries and staff welfare of HK$3,350.000 and pension
and scheme contributions of HK$36,000.
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(g} Capital structure

As at 31 December 2003, issued share capital was HK$3,200,000 and there were no
other issued or outstanding loan capital, preference shares or convertible securities.

() Obligation under finance leases

As at 3| December 2005, Polylight had obligation under finance leases of
approximately HK$1,594.000.

(i) Foreign exchange risk

Foreign exchange risk was minimal as majority of transactions were denominated in
Hong Kong dollars.

(j) Capital commitment

As at 31 December 2005, Polylight did not have any capital commitment.
(k} Contingenr liability

As at 3] December 2005, Polylight did not have any contingent liability.
FOR THE EIGHT MONTHS ENDED 31 AUGUST 2006
Business Review

Although demand for diagnostic service continues to shift from public hospitals to
private clinics, the MRI service market remains competitive. And as the demand for more
radiographers in the private sector continues to grow, we have seen an increase in the
salary level of radiographers. In order to increase its competitiveness, Polylight has
adjusted downward certain fees charged to patients referred by Hospital Authority.
Therefore, business referrals from the Hospital Authority became the main source of
income in early 2006, To be in line with the market practice, Polylight also increases the
number of films taken for each case. This is more time consuming and hence less cases
can be finished in a day. Due to the shut down of the MRI machine during the period
under review, revenue generated from it has been adversely impacted. Sales revenue for
the eight months ended 31 August 2006 was HKS 6.5 million.

(a) Turnover

For the period ended 31 August 2006, turnover was approximately HK$6,450.000.
{b) Gross profit margin

For the period ended 31 August 2006, Polylight's gross profit was approximately

HK3$ 3,221.000, representing a gross profit margin was 50%, which is lower than the 57%
recorded in the year 2005 as a result of lower service charges.
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(c} Management fees and other operating expenses

For the period ended 31 August 2006, management fees and other operating
expenses of Polylight was approximately HK$2,958,000.

(d) Profit for the period

As a normal practice, all profit after tax for the period ended 31 August 2006 of
Polylight was paid to sharcholders in the form of management fee. Thus, no profit was
recorded during the period.

(e) Liguidity and financial resources

The working capital of Polylight was mainly funded by its internally generated
funds. The average term of credit for customers was 30 days.

As at 31 August 2006, the current ratio (current assets divided by current liabilities)
was 5.23.

(f) Staff costs

Total staff cost (including directors’ remuneration) for the period ended 31 August
2006 was comprised of wages, salaries and staff welfare of HK$1,950.000 and pension
and scheme contributions of HK$25,000.

(g} Capital structure

As at 31 August 2006, issued share capital was HK$3,200,000 and there were no
other issued or outstanding loan capital, preference shares or convertible securities,

(h) Obligation under finance leases
As at 31 August 2006, Polylight had no obligation under finance leases.
(i) Foreign exchange risk

Foreign exchange risk was minimal as majority of transactions were denominated in
Hong Kong dollars.

{(j) Capital commitinent
As at 31 August 2006, Polyray did not have any capital commitment.
(k) Contingent linbility

As at 31 August 2006, Polyray did not have any contingent liability.
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C. OUTLOOK

The long queuing time for patients of public hospitals and the government’s intention to
push the service from public hospitals to private clinics have created good business potential
for privately run medical institutions which comprise MRI machine.

As the first MRI centre in Hong Kong, Polylight continues to expand its business network
with private doctors, orthopedic surgeons and insurance/medical companies. It will also
continue to research and evalvate the financial feasibility of setting up another MRI centre in
Hong Kong Island. The Directors believe that Polylight will continue to attain favourable
results in the future.
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A. UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED
GROUP

1. Introduction

The unaudited pro forma financial information of the Enlarged Group, comprising the
unaudited pro forma consolidated income statement, the unaudited pro forma consolidated
balance sheet and the unaudited pro forma consolidated cash flow statement of the Enlarged
Group (the “Unaudited Pro Forma Financial Information™), has been prepared by the Directors
to illustrate the effect of the proposed acquisition by the Group of the entire equity interests
in Polyray and Polylight pursvant to the Polyray Sale Agreement and the Polylight Sale
Agreement (the “Acquisition™).

The Unaudited Pro Forma Financial Information should be read in conjunction with the
financial information of the Group as set out in appendix I, the financial information of Polyray
and Polylight as set out in appendix Il and Ill respectively, and other financial information
included elsewhere in this circular. The Unaudited Pro Forma Financial Information does not
take account of any trading or other transactions subsequent to the dates of the respective
financial statements of the Group, Polyray and Polylight included in the Unaudited Pro Forma
Financial Information,

2.  Unaudited Pro Forma Consolidated Income Statement of the Enlarged Group

The following is the unaudited pro forma consolidated income statement of the Enlarged
Group as if the Acquisition had been completed at the commencement of the peried reported
on (1 April 2005). The unaudited pro forma consolidated income statement has been prepared
based on the audited consolidated income statement of the Group for the year ended 31 March
2006 as extracted from the Company’s published annual report for the year ended 31 March
2006 (set out in appendix 1 to this circular), the audited income statement of Polyray for the
year ended 31 December 2005 as extracted from the accountants’ report on Polyray (set out in
appendix 1I to this circular), and the audited income statement of Polylight for the year ended
31 December 2005 as extracted from the accountants’ report on Polylight (set out in appendix
I to this circular), after incorporating the pro forma adjustments as described in the
accompanying notes to illustrate the effect of the Acquisition.
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The unaudited pro forma consolidated income statement has been prepared for illustrative
purposes only, based on the judgments and assumptions of the Directors, and, because of its
hypothetical nature, it may not give a true picture of the results of the Enlarged Group for any
future periods.,

The Group Polyray Polylight
Year ended  Year ended  Year ended Pro forma
31 March 31 December 31 December  Pro forma Enlarged
2006 2005 2005  adjustments Group
HK$ 000 HK$'000 HK$'000 HK$'000  Notes HK$'000
(Audited) (Audited) {Audited)  (Unaudited) (Unaudited)
Turnover 1,450 28,607 11,816 - 41 873
Cost of sales (1,381) - - - {1,381
Gross profit 69 28,607 11,816 - 40,492
Other revenue and other
operating income 1,469 1.978 14 (1,936) 2.1 1,525
Fair value loss on
financial assets
at fair valye through
profit and loss {§,260) - - - {1,260)
Impairment losses (36,579) - - - (36,579)
Administrative and {5,638) {29.939) {11,332) 1,936 2.1 (38,643)
other operating 1,936 2.1
expenses 4,414 22
Finance costs (3,407 (69) (337 = (4,013)
Profit/(Loss)
before taxation (45.346) 557 (39} 6,350 (38,478)
Income 1ax - (557) {35) (1,112) 23 (1,704}

Loss for the period (45,346) - (14) 5,238 (40,182)

Notes to the unaudited pro forma consolidated income statement of the Enlarged
Group:

2.1 The adjustment reflects the reversal of the management fees paid by Polylight to its shareholders based on the
management contract with each of them for sharing the profits made by Polylight, as if the Acquisition had
been completed at the commencement of the period reported on, Such management contract will be terminared
upon the date on which the last of the conditions under the Polylight Sale Agreement has been fulfilled. To
the extent that the payment of such management fees represents an appropriation of profits made by Polylight
to its shareholders. the Direclors consider it appropriate to adjust for such management fees in order (o present
more fairly the financial performance of Polylight. This adjustment is not expected to have a continuing effect
on the Ealarged Group.

2.2 The adjustment reflects the reversal of the management fees paid by Polyray to its shareholders based on the
management contract with cach of them for sharing the profits made by Polyray. as if the Acquisition had been
completed at the commencement of the period reported on. Such management contract will be terminated vpon
the date on which the last of the conditions under the Polyray Sule Agreement has been fulfilled. To the extent
that the payment of such management fees represents an appropriation of profits made by Polyray 1o its
shareholders, the Directors consider it appropriate to adjust for such management fees in order to present more
fairly the financial performance of Polyray. This adjustment is not expecied to have a continuing effect on the
Enlarged Group.

2.3 The adjustment reflects the tax effect of the pro forma income statement adjustments described in notes 2.1
and 2.2 above. This adjustment is not expected te have a continuing effect on the Enlarged Group.
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3.  Unaudited Pro Forma Consolidated Balance Sheet of the Enlarged Group

The following is the unaudited pro forma consolidated balance sheet of the Enlarged
Group as if the Acquisition had been completed at the date reported on (30 September 2006).
The unaudited pro forma consolidated balance sheet has been prepared based on the unaudited
consolidated balance sheet of the Group as at 30 September 2006 as extracted from the
Company's published interim results announcement for the six months ended 30 September
2006 (set out in appendix I to the circular), the audited balance sheet of Polyray as at 31 August
2006 as extracted from the accountants’ report on Polyray (set out in appendix 1I to the
circular). and the audited balance sheet of Polylight as at 31 August 2006 as extracted from the
accountants’ report on Polylight (set out in appendix 11! to the circular), after incorporating the
pro forma adjustmenis as described in the accompanying notes to illustrate the effect of the
Acquisition.

The unaudited pro forma consolidated balance sheet has been prepared for illustrative
purposes only, based on the judgments and assumptions of the Directors, and, because of its
hypothetical nature, it may not give a true picture of the financial position of the Enlarged
Group at any future date.

The Group Polyray Polylight
Asat As at As at Pro forma
30 September 3 August 31 Aupust Pro forma Enlarged
2006 2006 2006 adjustments Group
HKS"000 HKS 000 HK3'000 HKS'000  Notes HKS 000
{(Unaudited) {Audited) (Audited) (Unaudited) {Unaudited)
Nen-current assets
Goodwill - - - B0 32 23121
Property, plant and equipment 1,126 4,340 647 - 6.113
Interest in @ jointly controlled entity - 1,600 - (1,600) 3.7 -
1,126 5940 647 21,521 29,234
Current assets
Inventories - 283 60 - 343
Trade and other receivables 6,621 3059 1,260 - 71,540
Amounts due from shareholders - - 487 (48 3 -
Investments in securities 18,213 - - - 18,213
Cash and cash eguivalents 34,7196 3578 1,478 (42500 33 4,602
{1,000 3.3
119,630 1,520 3,285 (35,737) 94,698
Current liabilities
Trade and other payables 4.630 1,189 186 - 6,103
Short-term borrowings 0014 - - - 10014
Amounts due to shareholders - 111 2 - 133
Amount due to u jointly controlled
entity - 487 - 48n 31 -
Amount due to a fellow subsidiary - 411 83 - 494
Obligations under finance leases - 76 - - 76
Taxation payable - 429 PAY] - 666
74,644 1703 628 (487) 77,488
Net current assets 44,986 4817 2,657 (35,250 11,210
Total assets less current liabilities 46,112 16,757 3,304 (13,729) 46,444
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The Group Polyray Polylight
As at As at As at Pro forma
30 September 31 Avgust N Augost Pro forma Enlarged
2006 2006 2006 adjustments Group
HK$'000 HKS$'000 HK$'000 HKS'000  Notes HKS$ 000
(Unaudited) {Audited) (Audited) (Unaudited) (Unaudited)
Non-current linbilities
Convertible Notes [ 46,050 - - - 46,050
Deferred taxation - 8 104 - 132
46,050 s 04 - 46,182
NET ASSETS 62 10,529 3,200 (13,729) 62
CAPITAL AND RESERVES
Share capital 11,595 17 3,200 (1,600) | 31 11,595
(1,600) | 3.3
(n| 11
Reserves {20,533 10,512 - (10512 13 (20,533)
Equity attributable te the equity
holders of the Company (8.938) 10,529 3,200 (13,729) (8,938)
Minority interests 4,000 - - - 9,000
Totul equity 61 10,529 3,200 (13,129) 62

Notes to the unaudited pro forma consolidated balance sheet of the Enlarged Group:

3.1

3.2

The adjustment reflects the elimination of Polyray’s 50% equity interest in Polylight and the elimination of the
inter-company balances between Polyray and Polylight as at 31 August 2006.

The adjustment reflects the excess of the aggregate purchase consideration under the Polyray Sale Agreement
and the Polylight Sale Agreement of approximately HK$34,250,000 and the cost directly attribulable to the
Acquisition of approximately HK$1,000,000, over the Group's share in the combined net assets of Polyray and
Polylight as at 31 August 2006 of approximately HK$12,129.000, as if the Acquisition had been completed at
30 September 2006. This excess is recognized as goodwill arising [rom the Acquisition on the unaudited pro
forma consolidated balance sheet. Since the actual fair values of the assets, liabilities and contingent liabilities
of Polyray and Polylight as at the date of completion of the Acquisition may be different from their estimated
fair values used in the preparation of the unaudited pro forma consclidated balance sheet presented above, the
actual goodwill arising from the Acquisition may be different from the estimated amount shown in this
Appendix.

The adjustments reflect:

(i} payment of the aggregate purchase consideration under the Polyray Sale Agreement and the Polylight
Sale Agreement of approximaiely HK$34.250.000 and the cost directly attributable to the Acquisition
of approximately HK$1,000,000. assuming the purchase consideration and the cost directly attributable
to the Acquisition were settled in full on 30 September 2006. The Company intends 10 finance the
purchase consideration and the cost directly attributable to the Acquisition from interna! financial
resources of the Group; and

(i} elimination of the respective share capital and pre-acquisition reserves of Polyray and Polylight as at
31 August 2006.

Since the actual dates of payment of the aggregate purchase consideration under the Polyray Sale Agreement
and the Polylight Sale Agreement and the cost directly attributable to the Acquisition will be different from
the assumptions used in the preparstion of the unaudited pro forma consolidated balance sheet presented
above, the actual financial position arising from the Acquisition may be different from the financial position
shown in this Appendix.
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APPENDIX 1V

4. Unaudited Pro Forma Consolidated Cash Flow Statement of the Enlarged Group

The following is the unaudited pro forma consolidated cash flow statement of the
Enlarged Group as if the Acquisition had been completed at the commencement of the period
reported on (1 April 2005). The unaudited pro forma consolidated cash flow statement has been
prepared based on the audited consolidated cash flow statement of the Group for the year ended
31 March 2006 as extracted from the Company’s published annual report for the year ended 31
March 2006 (set out in appendix | to this circular), the audited cash flow statement of Polyray
for the year ended 31 December 2005 as extracted from the accountants’ report on Polyray (set
out in appendix Il to this circular), and the audited cash flow statement of Polylight for the year
ended 31 December 2005 as extracted from the accountants’ report on Polylight (set out in
appendix [II to this circular), after incorporating the pro forma adjustments as described in the
accompanying notes to illustrate the effect of the Acquisition.

The unaudited pro forma consolidated cash flow statement has been prepared for
illustrative purposes only, based on the judgments and assumptions of the Directors, and,
because of its hypothetical nature, it may not give a true picture of the cash flows of the
Enlarged Group for any future periods.

The Group Polyray Polylight
Year ended Year ended Year ended Pro forma
31 March 31 December 31 December Pro forma Enlarged
206 2005 2008 pdjustments Group
HEKS'000 HK$000 HKS 000 HKS'000  Notes HE$ 600
{Audited) {Audited) (Audited) (Unaudited) {Unaudited)
Cash flows from operating activities
Profit/{Loss) before taxation (45,346) 557 (39 1,936 4.1 (38,478)
4414 42
Adjustments for:
Finance costs 3407 69 532 - 4,008
Interest income (233) (42) {14} - (289)
Depreciation 1,355 1.500 1,258 - 4122
Fair value loss on investments
in securitics 1,260 - - - 1,260
Impairment losses 36,579 - - - 36,579
Write-back of Labilities (1,128) - - - (1,128)
(Gain}floss on disposal of property.
plant and equipment (108) - ] - (£07)
Operating cash flows before changes
in working capital (4,214) 2,093 1,138 6,350 5,967
Inventories 6 43 9 - 45
Trade and other receivables 13.935) 1,086 11 - (2.838)
Amount due to a jointly
controlled entity - {4,070% - 4,070 43 -
Amounts due from shareholders - - 4,070 @0 43 -
Loan from a jointty
centrolled entity - 600 - (60 43 -
Shareholders' loans - - (1.200) 600 43 {600)
Trade ard ether payables 304 (755) 1 - (450)
Amounts dug to sharcholders - (193} 417 (1936)| 4.1 {6.96(0)
4414y 4.2
Amount due to 4 fellow subsidiary - 474 (506) - (37)
Cash (used in)/generated
from operations {1.839) mmn 1,688 - (4,368)
Interes received 233 42 14 - 289
Interest paid on short-term borrowings (2,009) - - - {2,009)
Hong Kong profits tax paid - (672} - - (672}
Net cash (used in)/generated
from operating activities (9,615 (1,347 3,702 - (7,260)
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Cash flows from investing activities

Payment of aggregate purchase
consideration under the Polyray Sale
Agreement and the Polylight Sale
Agreement and cost directly
attributable to the Acquisition, less
cash and cash equivalents of Polyray
and Polylight acquired

Proceeds from disposal of property,
plant and equipment

Payments to ucquire property.
plant and equipment

Deposit paid for acquisition of
property, plant and equipment

Interest element of finance lease
ecntals paid

Net cash used in investing activities

Cash flows from financing activities
Net proceeds from issue of new shares
Net proceeds from issue

of the Convertible Notes |
New short-term borrowirgs raised
Repayment of short-ferm borrowings
Capital clement of finance

lease rentals paid

Net cash {osed in)/generated
from financing activities

Net increasef{decrease)
it cash and cash equivalents

Cush and cash equivalents
brought forwurd

Effect of foreign exchange
rate changes

Cash and cash equivalents carried
forward, representing bank
balances and cash

The Group Polyray Polylight
Year ended Year ended Year ended
31 March 31 December 31 December Pro forma
2006 2005 2005 adjustments
HK$'000 HK§'000 HES 000 HKS'000
{Audited) {Audited) (Audited) (Unaudited}
- - - (34,250)
(1,000)
7,180
- - 190 -
112 (982 (269) -
(16,440) - - -
- 169) (532) -
(16,452} {1,031} (551) {28,070}
10,343 - - -
60,000 - - -
19,321 - - -
(19.231) - - -
- (393) (1,722} -
70,433 (393) (1,122 -
44,366 (2,791) 1,429 (28.070)
2146 5940 1,240 {1,180
650 - - -
47,202 3,149 2,669 (35,250)
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44
4

190
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(601)
(46,124)

10,343

60,000

13,321
(19,231

(2,115)
68,318
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44 2146
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APPENDIX 1V PRO FORMA FINANCIAL INFORMATION

OF THE ENLARGED GROUP

Notes to the unaudited pro forma consolidated cash flow statement of the Enlarged

Group:

4.1

4.2

4.3

4.4

The adjustment reflects the reversal of the management fees paid by Polylight to iis shareholders based on the
management contract with each of them for sharing the profits made by Polylight, as if the Acquisition had
taken place at the commencement of the period reported on. Such management contract will be terminated
upon the date on which the last of the conditions under the Polylight Sale Agreement has been fulfilled. To
the extent that the payment of such management fees represents an appropriation of profits made by Polylight
to its shareholders, the Directors consider it appropriate to adjust for such management fees in order to present
more fairly the financial performance of Polylight. This adjustment is not expected to have a continuing effect
on the Enlarged Group.

The adjustment reflects the reversal of the management fees paid by Polyray to its shareholders based on the
management contract with each of them for sharing the profits made by Polyray, as if the Acquisition had taken
place at the commencement of the period reported on. Such management contract will be terminated upon the
date on which the 1ast of the conditions under the Polyray Sale Agreement has been fulfilled. To the extent that
the payment of such management fees represents an appropriation of profits made by Polyray to its
sharcholders. the Directors consider it appropriate to adjust for such management fees in order to present more
fairly the financial performance of Polyray. This adjustment is not expected to have a continuing effect on the
Enlarged Group.

The adjustments reflect the elimination of the changes in the inter-company balances between Polyray and
Polylight.

The adjustments reflect the cash flow effect from the Acquisition as if the Acguisition had been completed at
the commencement of the period reported on. The net cash outflow represents paymemnt of the aggregate
purchase consideration under the Polyray Sale Agreement and the Polylight Sale Agreement of approximately
HK$34.250.000 and the cost directly attributable to the Acquisition of approximately HKS1.000.000. less cash
and cash equivalents of Polyray and Polylight acquired of approximately HK$7,180.000. This adjustment is
not expected 1o have a continuing effect on the Enlarged Group,
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APPENDIX IV PRO FORMA FINANCIAL INFORMATION
OF THE ENLARGED GROUP

B. ACCOUNTANTS’ REPORT ON THE UNAUDITED PRO FORMA FINANCIAL
INFORMATION OF THE ENLARGED GROUP

The following is the text of a report, prepared for the sole purpose of inclusion in this
circular, received from the auditors of the Company. HLB Hodgson Impey Cheng, Chartered
Accountants, Certified Public Accountants, Hong Kong. As described in the paragraph headed
“Documents Available for Inspection” in appendix V, a copy of the following accounrants’
report is available for inspection.

31/F, Gloucester Tower
The Landmark

HLB B #5 & # & ¥ 8 11 Pedder Street

Hodgson Impey Cheng Central
entra

Chartered Accountants Hong Kong

Certified Public Accountants

15 November 2006

The Directors

Hong Kong Health Check and Laboratory Holdings Company Limited
Shop 2B & 2C, Level |

Hilton Plaza Commercial Centre

3-9 Shatin Centre Street

Shatin, New Territories

Heng Kong

Dear Sirs,

ACCOUNTANTS’ REPORT ON THE UNAUDITED PRO FORMA FINANCIAL
INFORMATION OF THE ENLARGED GROUP

Introduction

We report on the unaudited pro forma financial information of Hong Kong Health Check
and Laboratory Holdings Company Limited (the “Company™) and its subsidiaries (hereinafter
colleciively referred to as the “Group™), and Polyray Technology Limited and Polylight
Technology Limited (hereinafier collectively referred to as the "Enlarged Group™), comprising
the unaudited pro forma consolidated income statement, the unaudited pro forma consolidated
balance sheet and the unaudited pro forma consolidated cash flow statement of the Enlarged
Group (the “Unaudited Pro Forma Financial Information™), as set out in Section A entitled
“Unaudited Pro Forma Financial Information of the Enlarged Group” in appendix IV to the
Company’s circular dated 15 November 2006 (the *“Circular”} in connection with the
acquisition by the Group of the entire equity interests in Polyray Technology Limited and
Polylight Technology Limited (the “Acquisition”). The Unaudited Pro Forma Financial
Information has been prepared by the directors of the Company for illustrative purposes only,
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OF THE ENLARGED GROUP

to provide information about how the Acquisition might have affected the financial information
presented in the Circular, The basis of preparation of the Unaudited Pro Forma Financial
Information is set out in Section A of appendix IV to the Circular.

Respective responsibilities of the directors of the Company and the reporting
accountants

It is the responsibility solely of the directors of the Company to prepare the Unaudited Pro
Forma Financial Information in accordance with Rule 4.29 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™) and with
reference to Accounting Guideline 7 “Preparation of Pro Forma Financial Information for
Inclusion in Investment Circulars™ issued by the Hong Kong Institute of Certified Public
Accountants.

It is our responsibility to form an opinion, as required by Rule 4.29(7) of the Listing
Rules, on the Unaudited Pro Forma Financial Information and to repert our opinion to you. We
do not accept any responsibility for any reports previously given by us on any financial
information used in the compilation of the Unaudited Pro Forma Financial Information beyond

that owed to those to whom those reports were addressed by us at the dates of their issue.

Basis of opinion

We conducted our engagement in accordance with Hong Kong Standard on Investment
Circular Reporting Engagements (HKSIR) 300 “Accountants’ Reports on Pro Forma Financial
Information in Investment Circulars” issued by the Hong Kong Institute of Certified Public
Accountants. Qur work consisted primarily of comparing the unadjusted financial information
with source documents, considering the evidence supporting the adjustments and discussing
the Unaudited Pro Forma Financial Information with the directors of the Company. This
engagement did not involve independent examination of any of the underlying financial
information.

We planned and performed our work so as to obtain the information and explanations we
considered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the Unaudited Pro Forma Financial Information has been properly compiled by
the directors of the Company on the basis stated, that such basis is consistent with the
accounting policies of the Group and that the adjustments are appropriate for the purposes of
the Unaudited Pro Forma Financial Information as disclosed pursuant to Rule 4.29(1) of the
Listing Rules.
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The Unaudited Pro Forma Financial Information has been prepared for illustrative
purposes only, based on the judgments and assumptions of the directors of the Company, and,
because of its hypothetical nature, does not provide any assurance or indication that any event
will take place in the future and may not be indicative of the financial position or the results
or cash flows of:

. the Enlarged Group had the Acquisition actually completed at the dates indicated

therein; or

. the Enlarged Group at any future date or for any future periods.

Opinion

In our opinion;

a. the Unaudited Pro Forma Financial Information has been properly compiled by the

directors of the Company on the basis stated;

b.  such basis is consistent with the accounting policies of the Group; and

¢. the adjustments are appropriate for the purposes of the Unaudited Pro Forma
Financial Information as disclosed pursuant to Rule 4.29(1) of the Listing Rules.

Yours faithfully,

HLB Hodgson lmpey Cheng
Chartered Accounrants
Certified Public Accountants
Hong Kong
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1. RESPONSIBILITY STATEMENTS

This circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Group. The Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this
circular and confirm, having made all reasonable enquiries, that to the best of their knowledge
and belief there are no other facts the omission of which would make any statement in this
circular misleading.

2. DISCLOSURE OF INTERESTS

{a) Directors’ interests and short position in the securities of the Company and
its associated corporations

As at the Latest Practicable Date, the interests and short positions of the Directors
and chief executive of the Company in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the
SFOQ) which were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they have taken or deemed to have under such provisions of the SFQ),
or which were required, pursuant to section 352 of the SFO, to be entered in the register
maintained by the Company referred to therein, or which were required, pursuvant to the
Model Code for Securities Transactions by Directors of Listed Issuers in the Listing
Rules, to be notified to the Company and the Stock Exchange, were as follows:

Long position in Shares

Approximate
percentage of
the issued

share capital
Number of Shares held, capacity and nature of interest

of the Company
Name of Personal Family Corporate Other as at the Latest
Director interest interest interest interest Total Practicable Date
Miss Choi Kz Yee, — — 100,000,000 — 100,000,000 8.28%

Crystal {Note)

Note: Miss Choi Ka Yee, Crystal is taken 1o be interested in those Shares in which Central View
International Limited, a company wholly and beneficially owned by her, is interested.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors or
chief executive of the Company had any interest or short position in the shares.
underlying shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
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(including any interests and short positions which he/she was taken or deemed to have
under such provisions of the SFO) or which were required, pursuant to section 352 of the
SFO, to be entered in the register maintained by the Company referred to therein, or
which were required, pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers in the Listing Rules. to be notified to the Company and the Stock

Exchange.

(b) Persons who have an interest or short position in the shares or underlying
shares of the Company which is discloseable under Divisions 2 and 3 of Part
XYV of the SFO and substantial shareholders of the Company

Save as disclosed below. as at the Latest Practicable Date, none of the Company
Directors or chief executives knew of any person (not being a director or chief executive
of the Company) who had an interest or short position in Shares or underlying Shares
which would fall to be disclosed to the Company under the provisions of Divisions 2 and
3 of Part XV of the SFO, or who was, directly or indirectly, interested in 10% or more
of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the Group or held any option

in respect of such capital.

Interest in Approximate

Shares or percentage of
underlying the issued
Name of Shareholder Shares share capital
(Note 1)
Broad Idea International Limited (Note 3) 1,463,414,634 (L) 54.77 (L)
Mr. Cho Kwai Chee (Note 3) 1,463,414,634 (L) 54.77 (L)
Dr. Francis Choi Chee Ming (Noie 3) 1,463,414,634 (L) 54.77 (L)
Top Act Group Limited {Note 2) 1,463,414.634 (L) 54.77 (L)
Town Health (BVI) Limited (Note 2) 1,463,414,634 (L) 54.77 (L)
Town Health International Holdings
Company Limited (Note 2) 1,463,414,634 (L) 54.77 (L)
Mr. Lee Wai Man (Note 4) 348,963,413 (L) 27.16 (L)
Ms. Ma Siu Fong (Note 4) 348,963,413 (L) 27.76 (L)
Mrs. Chu Yuet Wah (Note 4) 341.463,413 (L) 27.16 (L)
Kingston Securities Limited {Note 4) 341,463,413 (L) 27.16 (L)
Mr. Chim Pui Chung (Note 5) 343,963,414 (L) 22.19 (L)
Notes:
1. The interest is a long position in Shares.
2. Town Hcalth International Holdings Company Limited, through its wholly-owned subsidiary

Town Health (BVI) Limited, is taken to be interested in the underlying Shares in which Top Act
Group Limited, a wholly-owned subsidiary of Town Health (BVI) Limited, helds an interest.
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3 Dr. Francis Choi Chee Ming and Mr. Cho Kwai Chec own 49.9% and 50.1% beneficial interest
in Broad Idea International Limited respectively. Broad Idea International Limited holds 50.26%
of the issued share capital of Town Health International Holdings Company Limited. Dr. Francis
Choi Chee Ming and Mr. Cho Kwai Chee are therefore taken to be interested in the underlying
Shares in which Top Act Group Limited, the indirect wholly-owned subsidiary of Town Health
International Holdings Company Limited, holds an interest.

4, Kingston Securitics Limited is taken to be interested in 341,463,413 Shares which comprise
292.682,926 Shares beneflicially owned by it and 48,780,487 Shares deemed to be interested by
it upon exercise of the conversion right attaching to the convertible bonds issued by the Company
ut a conversion price of HK$0.04 | per Share. Kingston Securities Limited is owned as 10 49% by
Ms. Ma Siu Fong and as to 51% by Mrs. Chu Yuct Wah. Mr. Lee Wai Man is the husband of Ms.
Ma Siu Fong and beneficially owns 7,500,000 Shares. Accordingly, each of Mrs. Chu Yuet Wah,
Ms. Ma Siu Fong and Mr. Lec Wai Man is deemed to be interested in all the Shares and underlying
shares in the Company held by Kingston Securities Limited and Ms. Ma Siu Fong is deemed 1o
be interested in all the Shares and underlying shares in the Company held by Mr. Lee Wai Man
and vice versa.

5 These 343,963,414 Shares arc owned as to 2,500,000 Shares by Golden Mouni Limited, the entire
issucd sharc capital of which is beneficially owned by Mr. Chim Pui Chung, and as io
341,463,414 Shares deemed to be interested upon exercise of the conversion right attaching to the
convertible bonds issued by the Company at a conversion price of HK50.041 per Share.

3. INTERESTS IN CONTRACT OR ARRANGEMENT

Save for the Service Agreement. the Tenancy Agreement and the JV Agreement as defined
and mentioned under the paragraph headed material contracts below, as at the Latest
Practicable Date, none of the Directors is materially interested in contract or arrangement
subsisting which is significant in relation to the business of the Enlarged Group.

4. SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing or proposed
service contract with any member of the Group (excluding contracts expiring or determinable
by the employer within one year without payment of compensation (other than statutory
compensation)).

5. DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at the Latest Practicable Date, none of Directors and their respective associates were
interested in any business, apart from the Group’s business, which competes or is likely to
compete, either directly or indirectly, with the Group’s business.

6. LITIGATION

The Company was a defendant in a law suit brought by a supplier in December 1998
claiming for a principal sum of approximately HK$1,962,000 together with interest and costs
thereon relating to a guarantee in respect of a credit facility granted to RCR Electronics
Manufacturing Limited, a former subsidiary of the Company. The Company filed a defence in
March 1999 in response to the claim and since then, the supplier has taken no further action
against the Company. Since the outcome of the litigation could not be determined with
reasonable certainty at this stage. no provision has been made in the financial statements of the
Group.
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Save as disclosed above, neither the Company nor any other member of the Enlarged
Group is engaged in any litigation or arbitration of material importance and no litigation or
claim of material importance is known to the Directors to be pending or threatened against the
Company or any other member of the Enlarged Group as at the Latest Practicable Date.

7. MATERIAL CONTRACTS

Save as disclosed below, there are no material contracts (other than contracts entered into
in the ordinary course of business) which have been entered into by the member of the Enlarged
Group within two years immediately preceding the Latest Practicable Date:

(a) a placing agreement dated 30 November 2004 entered into between the Company
and a placing agent in relation to a placing of 147,140,000 placing shares of the
Company to independent investors at a price of HK$0.045 per share. Further details
of the placing were set out in the announcement of the Company dated 30 November
2004,

{b) a termination agreement dated 13 December 2004 entered into between the
Company and Huang Qing in relation to the termination of the acquisition agreement
dated 24 March 2004 in relation to the acquisition of the entire issued share capital
of Franki Limited:

(¢) asubscription agreement dated 9 December 2005 entered into between the Company
and Top Act Group Limited, an indirect wholly-owned subsidiary of Town Health
International Holdings Company Limited, in relation to the subscription of
1,463,414,634 conversion shares of the Company at a price of HK$0.041 per

conversion share;

(d) asubscription agreement dated 9 December 2005 entered into between the Company
and Central View International Limited. a company wholly-owned by Miss Choi Ka
Yee, Crystal, in refation to the subscription of 100,000,000 Shares to Central View
International Limited at a price of HK$0.038 per Share;

{e) aplacing agreement dated 9 December 2005 entered into between the Company and
a placing agent in relation to a placing of 1,463,414,634 conversion shares of the
Company to independent investors at a price of HK0.041 per conversion share;

(f) aplacing agreement dated 9 December 2005 entered into between the Company and
a placing agent in relation to a placing of 176,580,000 placing Shares, on a best
effort basis, at a price of HK$0.038 per share to independent investors;

(g) the purchasing agreement dated 23 March 2006 entered into between the Company
and an independent third party in relation to the acquisition of the equipments.
Further details of the acquisition was set out in the announcement of the Company
dated 24 March 2006,
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(h)

(i}

)

(k)

(h

the tenancy agreement dated 29 March 2006 (as supplemented by a supplemental
tenancy agreement dated 26 April 2006) entered into between Hong Kong Health
Check Centre Limited, an indirect wholly owned subsidiary, and Majestic Centre
Limited, a company owned by Miss Choi Ka Yee, Crystal, as to 50% equity interest
of it in relation to the leasing of property (the “Tenancy Agreement”);

the subscription agreement entered into on 18 April 2006 between Dr. Francis Choi
Chee Ming and Classictime Investment Limited, an indirect wholly-owned
subsidiary of the Company, in relation to the formation of the joint venture company
(the “JV Agreement™);

the services agreement dated 7 August 2006 entered into between Town Health
International Holdings Company Limited and the Company in relation to the
services to be provided by Town Health International Holdings Company Limited to
the Company (the “Services Agreement”);

the Polyray Sale Agreement; and

the Polylight Sale Agreement.

EXPERT’S QUALIFICATION AND CONSENT

The following are the name and qualification of the expert who has given opinions which

are contained in this circular:

Name Qualification

HLB Hodgson Impey Cheng Chartered Accountants

Certified Public Accountants

HLB Hodgson Impey Cheng has given and has not withdrawn its written consent to the

issue of this circular with the inclusion of its reports and the reference to its name in the form

and context in which they respectively appear.

As at the Latest Practicable Date, HLB Hodgson Impey Cheng was not interested

beneficially or otherwise in any Shares or shares in any member of the Group and did not have

any right, whether legally enforceable or not, or option to subscribe for or to nominate persons

1o subscribe for any Shares or shares in any member of the Group nor did it have any interest,

either direct or indirect, in any assets which have been, since 31 March 2006, the date to which

the latest published audited consolidated financial statements of the Group were made up.

acquired or disposed of by or leased to or are proposed to be acquired or disposed of by or

leased to any member of the Enlarged Group.
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9. GENERAL

(a)

(b)

(c)

(d)

(e)

Save for the Service Agreement. Tenancy Agreement and JV Agreement as disclosed
and mentioned under the paragraph headed material contracts above, none of the
Directors has, or has had, any direct or indirect interest in any assets which have
been acquired, disposed of or leased to, or which are proposed to be acquired,
disposed of or leased to. any member of the Enlarged Group since 31 March 2006,
the date to which the latest published audited accounts of the Group were made up.

The qualified accountant of the Company is Mr. Chi Chi Hung, Kenneth who is a
fellow member of the Association of Chartered Certified Accountants, an associate
member of the Hong Kong Institute of Certified Public Accountants, an associate
member of the Hong Kong Institute of Company Secretaries and an associate
member of the Institute of Chartered Secretaries and Administrators.

The company secretary of the Company is Mr. Chi Chi Hung, Kenneth.

The branch share registrar of the Company in Hong Kong is Tengis Limited at 26/F,
Tesbury Centre, 28 Queen’s Road East, Hong Kong.

The English text of this circular and the accompanying form of proxy shall prevait
over their respective Chinese texts in the case of inconsistency.

10. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during normal
business hours from 9:00 a.m. to 1:00 p.m. and from 2:00 p.m. to 5:00 p.m. on any weekday

(except Saturdays and public holidays) at the principal place of business of the Company in
Hong Kong at Shop 2B & 2C, Level I, Hilton Plaza Commercial Centre, 3-9 Shatin Centre
Street, Shatin, New Territories, Hong Kong from 15 November 2006, being the date of this
circular, up to and including the date of the SGM:

(a)

{b)

(¢

{d)

(e)

the memorandum of association and the Bye-Laws of the Company;
the annual reports of the Company for each of the two years ended 31 March 2006;

the accountants’ report on Polyray, the text of which is set out in appendix 11 to this

circular;

the accountants’ report on Polylight, the text of which is set out in appendix III to
this circular;

the accountants’ report from HLB Hodgson Impey Cheng in respect of the unaudited
pro forma financial information of the Enlarged Group set out in appendix IV to this
circular;
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(f)

(g)

(h)

(i)

()

(k)

the material contracts referred to in the paragraph headed “Material Contracts” in

this appendix;

the written consent referred to in the paragraph headed “Expert’s Qualification and

Consent” in this appendix;

the circular of the Company dated 13 April 2006 in relation to the acquisition of

equipments;

the circular of the Company dated 10 May 2006 in relation to the JV Agreement,

the circular of the Company dated 11 May 2006 in relation to the Tenancy

Agreement; and

the circular of the Company dated 28 Augusi 2006 in relation to the Services

Agreement and the change of Company's name.
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NOTICE OF SGM

HONG KONG HEALTH CHECK AND LABORATORY HOLDINGS COMPANY LIMITED

. »
EEHRRRBEEDHEERARL2A)
(heing in process of registration of change of corporate name from
“Town Health Medical Technology Holdings Company Limited” to
“Hong Kong Health Check and Laboratory Holdings Company Limited”
with the Registrar of Companiey in Hong Kong)

{incorporated in Bermuda with limited liability)

{Stock Code: 397)

NOTICE IS HEREBY GIVEN that a special general meeting (the “Meeting”) of Hong
Kong Health Check and Laboratory Holdings Company Limited (the “Company”) will be held
at Shop No. 3, Level 3, Hilton Plaza Commercial Centre, No. 3-9 Shatin Centre Street, Shatin,
New Territories, Hong Kong at 9:00 a.m. on Thursday, 30 November 2006 to consider and, if
thought fit, pass the following resolution as an ordinary resolution:

“THAT:

(a)

(b)

(c)

the sale and purchase agreement (the “Polyray Sale Agreement”) entered into
between the Company as purchaser, and BUPA Health Care Hong Kong Limited and
Double Court Company Limited as vendors dated 17 October 2006 in relation to the
acquisition of the entire issued share capital in Polyray Technology Limited. a copy
of the Polyray Sale Agreement having been produced to the Meeting and marked
“A" and initialed by the chairman of the Meeting for the purpose of identification,
and the transactions contemplated thereby be and are hereby approved, confirmed
and ratified;

the sale and purchase agreement (the “Polylight Sale Agreement”) entered into
between the Company as purchaser, and Dynamic Mate Limited as vendor dated 17
October 2006 in relation to the acquisition of 50% equity interest in Polylight
Technology Limited, a copy of the Polylight Sale Agreement having been produced
to the Meeting and marked “B” and initialed by the chairman of the Meeting for the
purpose of identification, and the transactions contemplated thereby be and are
hereby approved, confirmed and ratified; and

any one or more directors of the Company be and are hereby authorised to do all
such acts and things as they consider necessary or expedient for the purpose of
giving effect o the Polyray Sale Agreement and the Polylight Sale Agreement and
completing the transactions contemplated thereby.”

By order of the Board
Hong Korg Health Check and Laboratory Holdings Company Limited
Chi Chi Hung, Kenneth
Chairman

Hong Kong, |5 November 2006

- 151 -




NOTICE OF SGM

Registered office:
Canon’s Court

22 Victoria Street
Hamilton HM: 12

Principal place of business in Hong Kong:
Shop 2B & 2C, Level 1

Hilton Plaza Commercial Centre

3-9 Shatin Centre Street

I
Bermuda Shatin, New Territories

Hong Kong

A member entitled to attend and vote at the Meeting is enlitled (o appoint one or more proxy to attend and,
subject to the provisions of the articles of association of the Company. to vote on his behalf. A proxy need not
bc a member of the Company but must be present in person at the Meeting to represent the member. If more
than one proxy is so appointed. the appointment shall specify the number and class of shares in respect of
which each such proxy is so appointed.

A form of proxy for use al the Meeting {or at any adjournment thereof} is enclosed. In order to be valid. the
form of proxy must be duly completed and signed in accordance with the instructions printed thereon and
deposited together with a power of attorney or other authority. if any, under which it is signed, or a certified
copy of such power or authority. at the Company's branch share registrar in Hong Kong, Tengis Limited, at
26/F, Tesbury Centre, 28 Queen’s Road East, Hong Kong not less than 48 hours before the time appointed for
holding the Mecting or any adjournment thereef. Completion and return of a form of proxy will not preclude
a member from attending in person and voting at the Meeting or any adjournment thereof, should he so wish.

In the case of joint holders of shares, any one of such holders may vote at the Meeting, either personally or
by proxy, in respect of such share as if he was solely entitled thereto, but if more than one of such joint holder
are present at the Meeting personally or by proxy, that one of the said persons so present whose name stands
first on the register of members of the Company in respect of such shares shall alone be entitled 1o vote in
respeel thercof,

*  for identification purposes only
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The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent increase in the price of the shares of the
Company and wish to state that we are not aware of any reasons for such
increase.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obkligation imposed by rule 13.09 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Hui Sze Yin, Clarence
and three Independent Non-executive Directors namely Mr. So Hon Cheung,
Stephen, Mr. Lau Man Tak and Ms. Xia Ling Yun.

Chi Chi Hung, Kenneth
Director

& January, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20050106/LTN2005010606. . .

3/30/2007




STARBOW HOLDINGS LIMITED

ENNRRBRAA" S VT
(Incorporated in Bermuda with limited liability) 7'”;! CEIR
(Stock Code: 397) e 2oA

APPOINTMENT AND RESIGNATION OF DIRECTORS ' %070y ..

N IS [T

The Board of Directors (the “Board™} of Starbow Holdings Limited (the “Company™) announces the following changés'in -
directorships of the Company with effect from 12 January 2005:

(1) Mr Chan Chi Yuen appointed as Independent Non-executive Director; Chairman and Member of the Audit Committee
of the Company;

(2) Mr Chun Jay appointed as Independent Non-executive Director and Member of the Audit Committee of the Company;
and

(3) Mr So Hon Cheung, Stephen resigned as Independent Non-executive Director; Chairman and Member of the Audii
Committee of the Company.

APPOINTMENT OF DIRECTORS

Mr Chan Chi Yuen

Mr Chan Chi Yuen, aged 38, holds a bachelor degree in Business Administration and is a fellow member of The Hong Kong
Institute of Certified Public Accountants and The Association of Chartered Certified Accountants.

Mr Chan is a certified public accountant. He has worked in an international audit firm for 6 years. Mr Chan has extensive
experience in accounting, taxation, financial management, corperate finance and corporate governance,

Mr Chan is currently an independent non-executive director of Medtech Group Company Limited and Ceniral China Enterprises
Limited, companies whose shares are listed on the Main Board of the Stock Exchange. Save as disclosed herein, Mr Chan does
not hold any position with the Company and other members of the Group, nor has he held any directorship in other listed public
companies in the last 3 years.

Mr Chan does not have any relationship with other directors, senior management, substantial or controlling shareholders of the
Company.

There is no service contract entered into between the Company and Mr Chan. No term has been fixed or proposed for his length
of service with the Company. According to the bye-laws of the Company, Mr Chan shall hold office until the next following
annual general meeting of the Company and shall then be eligible for re-election at that meeting. His emolument will be
determined by the Board,

Mr Chan has also be appointed as Chairman and Member of the Audit Committee of the Company.

Mr Chun Jay
Mr Chun Jay, aged 40, holds a bachelor degree in Computer Science from The Shanghai University of Science and Technology.
He has a solid background in information technology and marketing and over 14 years of management and investment experience.

Mr Chun is currently the chairman and executive director of LifeTec Group Limited and an independent non-executive director of
Hua Yi Copper Holdings Limited, companies whose shares are listed on the Main Boeard of the Stock Exchange. Save as disclosed
herein, Mr Chun does not hold any position with the Company and other members of the Group, nor has he held any directorship
in other listed public companies in the last 3 years.

Mr Chun does not have any relationship with other directors, senior management, substantial or controlling shareholders of the
Company.

There is no service contract entered into between the Company and Mr Chun. No term has been fixed or proposed for his length
of service with the Company. According to the bye-laws of the Company, Mr Chun shall hold office until the next following
annual general meeting of the Company and shall then be eligible for re-election at that meeting. His emoclument will be
determined by the Board.

Mr Chun has also be appointed as Member of the Audit Committee of the Company.

RESIGNATION OF DIRECTORS

The Board also announces that for personal reasons, Mr So Hon Cheung, Stephen have resigned as Independent Non-executive
Director; Chairman and Member of the Audit Committee of the Company with effect from 12 January 2005. Mr So confirmed
that there is no matter needed to be brought to the attention of the Stock Exchange and the Sharcholder of the Company in
respect of their resignation. The Board and Mr So confirmed that there is no disagreement among themselves.

The Board would like to take this opportunity to welcome Mr Chan Chi Yuen and Mr Chun Jay to the Board and wishes to
express ils sincere gratitude to Mr So Hon Cheng, Stephen for his contributions towards the Company during their tenure of
office.
By order of the Board
Starbow Holdings Limited
Kenneth Chi
Chairman
Hong Keong, 12 January 2005

*  For identification purpose only




As at the date of this announcement, the Board comprises two executive directors, namely Mr Chi Chi Hung, Kenneth, Mr Huj
Sze Yiu, Clarence and four independent non-executive directors, namely Mr Chan Chi Yuen, Ms Xia Ling Yun, Mr Lau Man Tak
and Mr Chun Jay.

“Please ulso refer to the published version of this announcement in China Daily.”
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STARBOW<00397> - Unusual volume movement

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent increase in the trading volume of the shares of
the Company and wish to state that we are not aware of any reasons for
such increase.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obligation imposed by rule 13.09 of the Listing Agreement, which
is or may bhe of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Huil S5ze Yin, Clarence

and three Independent Non-executive Directors namely Mr. So Hon Cheung,
Stephen, Mr. Lau Man Tak and Ms. Xia Ling Yun.

Chi Chi Hung. Kenneth
Director

2nd March, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20050302/LTN2005030207. . .
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STARBOW HOLDINGS LIMITED i
EWZERBRAAF"

(Incorporated in Bermuda with limited liability)

(Stock Code: 397)
CHANGES OF DIRECTORS AND AUTHORIZED REPRESENTATIVE

The Board of Directors {the “Board™) of Starbow Holdings Limited (the “Company™) announces the following changes in
directorships of the Company with effect from 22nd March, 2005:

(1} Mr, Wong Hin Shek, Hans appointed as (i) Executive Director and (ii) Authorized Representative for the purpose of
Rule 3.05 of the Ruoles Governing the Listing of Sccurities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules™);

(2) Mr. Hui Sze Yin, Clarence resigned as Executive Director and ceased to act as Authorized Representative; and

(3) Ms. Xia Ling Yun resigned as Independent Non-executive Director and Member of the Audit Committee.

APPOINTMENT OF DIRECTOR

Mr, Wong Hin Shek, Hans

Mr. Wong Hin Shek, Hans, aged 35, has over 10 years of experience in corporate finance transaction, including mergers and
acquisitions, initial public offerings and equity syndication. Before joining the Group, he worked in a number of reputable
investment banks and the Listing Division of The Stock Exchange of Hong Kong Limited (the “Stock Exchange™). Mr. Wong is a
responsible officer under the Securities and Futures Ordinance for type 6 regulated activity (advising on corporate finance).

Mr. Wong holds a Master of Science (Financial Management) degree from University of London in United Kingdom and a
Bachelor of Commerce degree from University of Toronto in Canada.

Mr. Wong is currently an Executive Director of Medtech Group Company Limited, whose shares are listed on the Main Board of
the Stock Exchange. Save as disclosed herein, Mr. Wong does not hold any position with the Company and other members of the
Group, nor has he held any directorship in other listed public companies in the last 3 years. He does not have any relationship
with other directors, senior management, substantial or controlling shareholders of the Company.

As at the date of this announcement Mr. Wong has no interests in the shares of the Company within the meaning of Part XV of
the Securities and Futures Ordinance.

There is no service contract entered into between the Company and Mr. Wong. No term has been fixed or proposed for his length
of service with the Company. According to the bye-laws of the Company, Mr. Wong shall hold office until the next following
annual general meeting of the Company and shall then be eligible for re-election at that meeting. His emolument will be
determined by the Board.

RESIGNATION OF DIRECTORS

Mr. Hui Sze Yin, Clarence

The Board also announces that for personal reasons, Mr. Hui Sze Yin, Clarence have resigned as Executive Director of the
Company with effect from 22nd March, 2005. Mr. Hui confirmed that there is no matters needed to be brought 1o the atiention of
the Stock Exchange and the Shareholder of the Company in respect of his resignation, The Board and Mr. Hui confirmed that
there is no disagreements amoeng themselves.

Ms. Xia Ling Yun

The Board also announces that for personal reasons, Ms. Xia Ling Yun have resigned as Independent Non-executive Director, and
Member of the Audit Committee of the Company with effect from 22nd March, 2005. Ms. Xia confirmed that there is no maiters
needed to be brought (o the attention of the Stoeck Exchange and the Shareholder of the Company in respect of her resignation.
The Board and Ms. Xia confirmed that there is no disagreements among themselves.

The Board would like to take this opportunity to welcome Mr. Wong Hin Shek, Hans to the Board and wishes to express its
sincere gratitude to Mr. Hui Sze Yin, Clarence and Ms. Xina Ling Yun for their contributions towards the Company during their
tenure of office.

At the date of this announcement, the Board comprises two Executive Directors, namely Mr. Chi Chi Hung, Kenneth and Mr.
Wong Hin Shek, Hans and three Independent Non-executive Directors namely Mr. Chun Jay, Mr. Chan Chi Yuen and Mr. Lau
Man Tak.

By order of the Board
Starbow Holdings Limited
Kenneth Chi
Chairman

Hong Kong, 23rd March, 2005
*  For identification purpose only

“Pleast also refer to the published version of this announcement in China Daily.”
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STARBOW<00397> - Unusual price & volume movements

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent decrease in the price and the increase in trading
volume of the shares of the Company and wish to state that we are not
aware of any reasons for such decrease in price and the increase in
trading volume.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general cobligation imposed by rule 13.09 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jeintly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans
and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited
Chi Chi Hung, Kenneth
Director

Hong Kong, this 21st day of July, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20050721/LTN2005072113... 3/30/2007
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STARBOW<00397> - Results Announcement

Starbow Holdings Limited announced on 26/07/2005:
(stock code: 00397 )

Year end date: 31/03/2005

Currency: HEKD

Auditors' Report: Qualified

(Budited )
Current

Period

from 01/04/2004
to 31/03/2005

Note ('000 }

Turnover : 4,150
Profit/ (Loss) from Operations : (25,872)
Finance cost : (3,087)
Share of Profit/(Loss) of

Associates : N/A
Share of Profit/(Loss) of

Jointly Controlled Entities : N/A
Profit/(Loss) after Tax & MI : (28,769)
% Change over Last Period : N/A %
EPS/(LPS)-Basic (in dollars) : (0.0389}

-Diluted {in dollars) : (0.0383})

Extraordinary (ETD) Gain/(Loss) : N/A
Profit/(Loss) after ETD Items : (28,769)
Final Dividend : NIL

per Share
{Specify if with other : N/AR

options)
B/C Dates for

Final Dividend : N/A
Payable Date : N/A
B/C Dates for (-)

General Meeting : N/A
Other Distribution for : N/A

Current Period
B/C bates for Other

Distribution : N/A

Remarks:

r!-
! P
b .- 'f'ff_‘—r.,
7{?3} "'”5 5
w0 32D N
. -
‘:-.‘,“ .'4]'.,
Lt )‘J‘P;.T.,. 0
(Audited )
Last
Corresponding
Period

from 01/04/2003
to 31/03/2004
('000 )
23,117

1,723

(1, 601)

N/A

N/A
103

0.0002
N/A
N/A
103
NIL

N/A

1. The HKICPA has issued a number of new and revised Hong Kong Financial
Reporting Standards and Hong Kong Accounting Standards (the "new
HKFRSs") which are effective for accounting pericds beginning on or
after 1 January 2005. The Group has not early adopted these new
HKFRSs in the financial statements for the year ended 31 March 2005.
The new HKFRSs may result in changes in the future as to how the

http://www. hkex. com, hk/listedco/]listconews/sehk/20050726/1.TN2005072615... 3/30/2007
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Group's financial performance and financial position are prepared and
presented.

{LOSS}/ EARNINGS PER SHARE

The calculation of the basic (loss)/ earnings per share is based on
the loss attributable to shareholders of approximately HK$28,769,000
(2004: profit attributable to shareholders of approximately
HKS$103,000) and on the weighted average of 739,545,900 shares (2004:
488,695,483 shares) deemed to be in issue during the year.

Diluted earnings per share is based on 751,985,225 ordinary shares
which is the weighted average number of ordinary shares outstanding
during the year, adjusted for the effects of the vested options
outstanding during the year.

No diluted (loss)/ earnings per share has been presented for the year
ended 31 March 2004 as there are no dilutive potential ordinary shares
in issue.

The Board does not recommend the payment of dividend for the year
ended 31st March 2005 (2004: NIL)

3/30/2007




STARBOW HOLDINGS LIMITED-. _

BAERARAR ., 0

{{ncorporated in Bermuda with limited liability)

(Stock Code: 397) A PR

AUDITED ANNUAL RESULTS FOR THE YEAR ENDED 31 MARCI-i 2005 o

FINANCIAL RESULTS

The Board of Directors of Starbow Holdings Limited (the “Company™) is pleased to announce the audited condensed
consolidated income statement of the Company and its subsidiaries (the “Group”) for the year ended 31 March 2005
together with the comparative figures for 2004 as follows :

CONDENSED CONSOLIDATED INCOME STATEMENT
For the Year Ended 31 March 2005

2005 2004
Note HK§ 000 HK$ 000
Turnover 3 4,150 23,117
Cost of sales (5,010} (20,917)
Gross {loss)/profit (860) 2,200
Other revenues 3 619 605
Other net income 3 1,980 8,872
Net unrealised holding losses on other investments (10,317) -
Administrative and other operating expenses (17,081) (9,954)
Loss on disposal of subsidiaries 13 -
(Loss)/profit from operations 5 (25,672) 1,723
Finance costs 6 (3,087) (1,601)
(Loss)/profit from ordinary activities before taxation (28,759) 122
Income tax 7 (10) (26)
(Loss)/profit from ordinary activities after taxation (28,769) 96
Minority interests - 7
(L.oss)/profit attributable to shareholders (28,769) 103
(Loss)/earnings per share
— Basic 8 (3.89) cents (.02 cents
— Diluted 8 (3.83) cents N/A
Nores:
1. Corporate Information and Basis of Preparation of Financial Statements

The financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards (which also include
Statements of Standard Accounting Praclice and Interpretalions) issued by the Hong Kong Institute of Certified Public Accountants
{"HKICPA™), accounting principles generally accepted in Hong Kong, and the disclosure requirements of the Hong Kong Companies
Ordinance and the applicable disclosure provisions of the Rules Governing the Listing of Securities of The Stock Exchange of
Hong Kong Limiled (the “Listing Rules™).

The directors have prepared the financial statements on the going concern basis, the validity of which depends upon the Group’s
ability to raise additional equity funding from the Company's existing and/or new shareholders, the Group's success in recovering
its outstanding trade and other receivables, the continuing financial support from the Group’s bankers and other providers of
finance, the successful attainment of profitable and positive cash flow operations and the successful outcome of the implementation
of other measures.

The directors are of the view that the above measures will enable the Group to continue as a going concern and that the Group will
have sufficient working capital for its present requirements. Accordingly, the directors are satisfied that it is appropriate to prepare
the financial statements on the going concern basis. However, if these measures were not to be successful or insufficient, or if the
going concern basis were not 1o be appropriate, adjustments would have to be made to the financial statements to reduce the value
of the Group’s assets to their recoverable amounts, to provide for any further liabilities which might arise and to reclassify non-
current assets and liabilities as current assets and liabilities, respectively.

Impact of Recently Issued Hong Kong Financial Reporting Standards

The HKICPA has issued a number of new and revised Hong Kong Financial Reporting Standards and Hong Kong Accounting
Standards (the “new HKFRSs™) which arc effective for accounting periods beginning on or after 1 January 2005. The Group has not
early adopled these new HKFRSs in the financial statements for the year ended 31 March 2005. The new HKFRSs may result in
changes in the future as te how the Group's financial performance and financial position are prepared and presented.




Turnover, Revenues and Other Net Income

2005 2004
HK$'000 HK$'000
Turnover
Sale of computers and related accessories - 20,839
Sale of garment 4,150 2,275
Sale of electronic products and components - 3
4,150 23,117
Other revenues
Interest income 41 1
Sundry income 578 604
619 605
Total revenues 4,769 23,722
Other net income
Gain on disposal of subsidiaries - 5,805
Reversal of impairment loss on fixed assets - 1,291
Net unrealised holding gains on other investments - 1,776
Short-term borrowings written back 1,980 -
1,980 8,872

Segment Information
Segment information is presented in respect of the Group's business and geographical segments. Business segment information is
chosen as the primary reporting format because this is more relevant to the Group’s internal financial reporting.

{a}  Business segments
The Group comprises the following main business segments:

1. Garment — The manufacture and sales of garment
2. Trading of securities
For the year ended 31 March 2005
Trading of
Garment securities Unallocated Consolidated
HK$' 000 HK$ 000 HK$'000 HK$'000
Revenue from external customers 4,150 - - 4,150
Other revenue from external customers - - 2,599 2,599
Total revenue 4,150 - 2,599 6,749
Segment results {11,241) (9,088) - (20,329)
Unallocated corporate income and expenses (5,341
Loss from operations (25,672)
Finance costs {3,087}
Loss from ordinary activities before taxation (28.759)
Income tax (10
Net loss for the year (28,769}
L ]
No inter-segment sales and transfers were transacted during the year.
ASSETS
Segment assels 53,389 17,434 - 70,823
Unallocated corporate assets - - 1,609 1,609
Total assets 72,432
T ———
LIABILITIES
Segment liabilities 50,450 156 - 50,606
Unallocated corporate liabilities - - 1,014 1.014
Total liabilities 51,620
Qther information
Trading of
Garment securities
HKE 000 HK$'000
Depreciation 1,581 -
Other non-cash expenses — 10,811




(b}

For the year ended 31 March 2004

Computers,
software
games,
Audio and related
Sub- visual accessories
contracting  products and and Trading of
services components copyrights Garment securities Unallocated  Consolidated
HKS'000 HK$' 000 HKS$ 000 HK§'000 HKS 000 HKS 000 HKS 000
Revenue from external
customers - 3 20,839 2,275 - - 23,117
{(ther revenue from
external customers - - - - - 603 605
Total revenue - 3 20,839 2.275 - 605 23,722
Segment results 490 (31} {351) (1.503) 1,332 - (263)
Unallecated corporate
expenses 1,986
Profit from operations 1,723
Finance casis {1,60!)
Profit from ordinary
activities before 1axation 122
Income tax (26)
Profit from ordinary
activities after taxation 95
Minority interests 7
Net profit for the year 103
T
No inter-segment sales and transfers were transacted during the year.
For the year ended 31 March 2004
Computers,
software
games,
Audio and related
Sub- visual accessories
contracting  products and and Trading of
services components copyrights Garment securities Unallocated  Consolidated
HKS 000 HKS'000 HES' 000 HK$' 000 HKS$'000 HK$'000 HKS 000
ASSETS
Segment assets - - - 85,043 29,462 - 114,605
Unallocated corporate assets - - - - - 938 938
Total assets t15.543
LIABILITIES
Segment liabilities - - - 67.963 21 - 67,984
Unallocated corparate liabilities - - - - - 4,402 4,402
Tatal liabilities 72,386
Other information
Computers,
software
Audio and  games, related
Sub- visual accessories
contracting products and and Trading of
services components copyrights Garment securities
HK$' 000 HK$'000 HKS' 000 HK3 000 HKS' 000
Capttal additions - - - 895 -
Depreciation - 48 49 661 -
Other non-cash expenses - - - 1 195

Geographical segments

All of the Group’s turnover is derived from the region of Hong Kong and the PRC, and all of the segment assets are located
in this region. Accordingly, no other analysis has been disclosed.




5. (Loss)/profit from Operations

2005 2004
HKS$' 000 HK$' 000
{Loss)/profil from operations is stated after charging:
Total staff costs
— salaries and other allowances 2,779 3,538
- provident fund contributions 229 148
Depreciation
— owned assets 1,581 758
- leased asseis 37 12
l.oss on disposal of fixed assets 7.498 250
Loss on disposal of other invesiments 494 195
Operating lease rentals in respect of land and buildings 518 1477
Auditors’ remuneration 280 378
6. Finance Costs
2005 2004
HKS' 000 HKS'000
Other interest 1 -
Hire-purchase interest 35 8
[nterest on short-term borrowings wholly repayable within five years 3,05 1,593
3.087 1,601
7. Income Tax

No prevision for Hong Kong profits tax has been made in the financial statements as the companies operating in Hong Keng did not
have any assessable profits in both current and prior years. Taxation on overseas profits has been calculated on the estimated
assessable profits for the year at the rates of taxation prevailing in the countries in which the Group operates.

No deferred tax liabilities are recognised in the financial siatements as the Group and the Company did not have material temporary
difference arising between the tax bases of assets and liabilities and their carrying amounts as a1 31 March 2005 and 2004,

A deferred tax asset has not been recognised in the financial statements in respect of tax losses available to offset future profits duc
to the uncertainty of future profit streams against which the asset can be utilised. As at 31 March 20035, the unprovided deferred tax
assel of the Group is as follows:

2005 2004
HK3 000 HK3 000
Tax effect of temporary difference attributable to estimated tax losses 10,772 6,665

The deductible temporary differences and wnused tax losses do not expire under current tax legislation.

8. (Loss)Earnings Per Share
The calculation of the basic (loss)/earnings per share is based on the loss attributable to shareholders of approximately HK$28,769,000
(2004: profit atiributable 10 sharcholders of approximately HK$103,000) and on the weighted average of 739,545,900 shares (2004:
488,695,483 shares) deemed 1o be in issue during the year,

Diluted earnings per share is based on 751,985,225 ordinary shares which is the weighted average number of ordinary shares
outstanding during the year, adjusted for the effecis of the vesied opiions cutstanding during the year.

No diluted {loss){carnings per share has been presented for the year ended 31 March 2004 as there are no dilutive potential ordinary
shares in issue.

FINAL DIVIDEND
The Directors did not recommend the payment of dividend for the year ended 31st March 2005 (2004 : Nil).

AN EXTRACT OF QUALIFIED AUDIT OPINION

Fundamental uncertainties relating to the going concern basis

The auditors, in forming their opinion, have considered the adequacy of the disclosures made in the financial statements
concerning the adoption of the going concern basis for the preparation of the financial statements. As explained in the
financial statements, the validity of the going concern basis depends upon the Group’s ability to raise additional equity
funding from the Company's existing andfor new shareholders, the Group's success in recovering its outstanding trade
and other receivables, the continuing financial support from the Group’s bankers and other providers of finance, the
successful attainment of profitable and positive cash flow operations and the successful cutcome of the implementation
of the other measures noted above. The financial statements do not include any adjustments that might be necessary if
these measures were not to be successful or insufficient, or if the going concern basis were not to be appropriate and/or
the financial support mentioned above would be withdrawn, The auditors consider that appropriate disclosures have been
made and the audit opinion is not qualified in this respect.

Qualifted opinion arising from limitation of audit scope

Except for any adjustments that might be necessary had the auditors been able to obtain sufficient evidence concerning
the recoverability of the amount due from the debtor of approximately HK$41,005,000, in the opinion of the auditors the
financial statements give a true and fair view of the state of affairs of the Group for the year then ended and have been
properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

In respect alone of the limitation on the auditors’ work relating to the amount due from the debtor as referred to above,
the auditors have not obtained all the information and explanations that they considered necessary for the purpose of
their audit.




MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

For the year ended 31 March 2005, the Group has recorded a loss of approximately HK$28,769,060 and loss per share of
HK3.89 cents. The Board of Directors has resolved not to recommend a payment of dividend for the year.

The Group’s trnover for the year under review totalled approximately HK$4.15 million, representing a decrease of
approximately 82% as compared to the corresponding period for 2004, This decrease in turnover was mainly attributable
to the downturn of the garment manufacturing business of the Group.

Liquidity, Financial Resources and Capital Structure

As at 31 March 20085, shareholders’ fund and net current assets of the Group amounted to HK$20,812,000 (2004:
HK$43,157,000) and HK$9,821,000 {2004: HK$23,385,000) respectively. As at 31 March 2005, the Group’s gearing
ratio, calculated on the basis of the Group’s total liabilities over total shareholders’ funds is 2.48 (2004: 1.68).

As at 31 March 2005, the Group had working capital of HK$9,821,000 (2004: HK$23,385,000) and total bank balance of
HK$2,146,000 (2004:HK$15,157,000). In view of the Group's current cash balances and available banking facilities, it
is believed that the Group has sufficient resources to meet the foresecable working capital demands and capital expenditure.

The monetary assets and liabilities and business transaction of the Group are mainly carried and conducted in Hong
Kong dollars and Renminbi. The Group maintains a prudent strategy in its foreign exchange risk management, where
foreign exchange risks are minimized via balancing the monetary assets versus monetary liabilities, and foreign exchange
revenue versus foreign exchange expenditures.

Settlement of Litigations
On the positive side, the Group has reached settlements for some legal cases. Details are set out under the heading of
“Litigations™ in the note to the financial statements in the Annual Report.

Future Business and Prospects

The Board has planned to take various actions in order to improve the existing garment manufacturing operations, such
as, including but not limited to, tighter cost control, review of production ¢ycles, development of new product lines and
markets, both local and overseas. On the other hand, the Directors will also explore different finance sources so as to
stabilize the financial position of the Group. The Group will be actively and prudently seeking suitable investments with
development potentials to strengthen the Group's businesses.

Pledge of Assets and Contingent Liabilities

As at 31 March 20035, the Group’s fixed assets with an aggregate net book value of approximately HK$10,973,000 were
pledged in favour of a bank in the PRC (the “Bank”) 10 secure a loan of RMB29,500,000 (equivalent to approximately
HK $27,830,000) granted by the Bank to the Company’s PRC subsidiary, Details of the Group’s contingent liabilities as
at 31 March 2005 are set out under the heading of “Litigations” in the note to the financial statements in the Annual
Report.

Purchase, Sale or Redemption of the Company’s Listed Securities
There was no purchase, sale or redemption of the Company's share by the Company or any of its subsidiaries during the
year ended 31 March 2005.

Material Acquisitions or Disposals
Save as disclosed in the note to the financial statements, there was no material acquisitions or disposals of subsidiaries
or associates in the course of the financial year.

Corporate Governance

The Company has throughout the year ended 31 March 2005 complied with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules (in force prior to 1 January 2005), except that independent non-executive directors are
not appointed for a specific term but are subject to rotation and re-election at the annual general meeting in accordance
with the Company’s Bye-laws.

In compliance with the requirement in the Code of Best Practice of the Listing Rules in respect of the establishment of
an audit committee, the Company has formed an Audit Committee comprising Mr. Lau Man Tak, Mr. Chun Jay and Mr.
Chan Chi Yuen, all are independent non-executive directors of the Company. The Audit Committee is established with
reference to “A Guide for the Formation of an Audit Committee” issued by the Hong Kong Institute of Certified Public
Accountants. The financial statements of the Company for the year ended 31 March 2005 has been reviewed by the Audit
Committee before they were tabled for the Board’s review and approval.

On 1 January 2005, the Code of Best Practice was replaced by the Code on Corporate Governance Practices (the “new
Code™). Listed issuers are expected to comply with the new Code's provisions starting from 1 January 2005,

Appreciation
I would like to rake this opportunity, on behalf of the Board of Directors, to extend my sincere appreciation to all
suppliers, customers, shareholders, board members as well as staff for their hard work and valuable contribution,

DETAILED RESULTS ANNOUNCEMENT ON THE WEBSITE OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE”)

All the information required to be disclosed by paragraph 45(1) to 45(3) inclusive of Appendix 16 of the Listing Rules of
the Stock Exchange will be published on the website of the Stock Exchange in due course.




DIRECTORS

As at the date of this announcement, Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans are the executive
directors of the Company and Mr. Lau Man Tak, Mr, Jay Chun and Mr. Chan Chi Yuen are the independent non-executive
directors of the Company.

By order of the Board
Kenneth Chi
Chairman

Hong Kong, 26 July 2005
*  For identification purpose only

“Please also refer to the published version of this announcement in China Daily.”
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STARBOW HOLDINGS LIMITED
B EZERBRAA

(incorporated in Bermuda with limited liability)

- B (Stock Code: 397)
NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the Annual General Meeting
of Starbow Holdings Limited (the “Company”) will be held at 2/F,
Shui On Centre, 6-8 Harbour Road, Wanchai, Hong Kong on 23
August 2005 at 10:00 a.m. for the following purposes:—

™

As ordinary business:

1. To receive and consider the Audited Financial Statements
and Reports of the Directors and of the Auditors for the year
ended 31 March 2005.

2. To re-elect the following Directors:
(1) Mr. Wong Hin Shek, Hans as executive Director;
(ii) Mr. Chun Jay as independent non-executive Director;

(iii) Mr. Chan Chi Yuen as independent non-executive
Director; and

(iv) Mr. Lau Man Tak as independent non-executive
Director.

and to authorise the Board of Directors to fix the
remuneration of the Directors

3. To re-appoint Messrs HLB Hodgson Impey Cheng as Auditors
and to authorise the Board of Directors to fix the
remuneration of the Auditors.

As special business:

To consider and, if thought fit, pass the following resolutions as
ordinary resolutions.

* for identification purposes only
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4.

“THAT

(A)

(B)

(©)

subject to paragraph (C) below, the exercise by the
directors of the Company (the “Directors”) during the
Relevant Period (as hereinafter defined) of all the
powers of the Company to allot, issue and deal with
additional shares in the capital of the Company and to
make or grant offers, agreements and options (including
warrants, bonds, debentures, notes and other securities
which carry rights to subscribe for or are convertible
into shares of the Company) which would or might
require the exercise of such powers be and is hereby
generally and unconditionally approved;

the approval in paragraph (A) above shall authorise
the Directors during the Relevant Period to make or
grant offers, agreements and options (including
warrants, bonds, debentures, notes and other securities
which carry rights to subscribe for or are convertible
into shares of the Company) which might require the
exercise of such powers after the end of the Relevant
Period;

the aggregate nominal amount of share capital allotted
or agreed conditionally or unconditionally to be allotted
(whether pursuant to an option or otherwise) by the
Directors pursuant to the approvals in paragraph (A)
above, otherwise than pursuant to:

(i) a Rights Issue (as hereinafter defined), or

(ii) the exercise of rights of subscription or
conversion under the terms of any existing
warrants, bonds, debentures, notes and other
securities which carry rights to subscribe for or
are convertible into shares of the Company, or

(iii) an issue of shares under any option scheme or
similar arrangement for the time being adopted
for the grant or issue to officers and/or employees
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(D)

of the Company and/or any of its subsidiaries of
shares or rights to acquire shares of the Company,
or

(iv) any scrip dividend scheme or similar arrangement
providing for the allotment of shares in the
Company in lieu of the whole or part of a
dividend on shares of the Company in accordance
with the Bye-laws of the Company (the “Bye-
laws™),

shall not exceed 20% of the nominal amount of the
share capital of the Company in issue as at the date of
passing this resolution and the said approval shall be
limited accordingly; and

for the purpose of this Resolution:

“Relevant Period” means the period from the passing
of this resolution until whichever is the earliest of:

(1)  the conclusion of the next annual general meeting
of the Company following the passing of this
resolution;

(i1) the expiration of the period within which the
next annual general meeting of the Company is
required by any applicable laws or the Bye-laws
to be held; or

(iii) the revocation or variation of the authority given
under this resolution by an ordinary resolution
of the shareholders of the Company in general
meeting; and

“Rights Issue” means an offer of shares or other
securities of the Company open for a period fixed by
the Directors to holders of shares or any class thereof
whose names appear in the register of members of the
Company on a fixed record date in proportion to their
then holdings of such shares or class thereof (subject
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to such exclusion or other arrangement as the Directors
may deem necessary or expedient in relation to
fractional entitlements or having regard to any
restrictions or obligations under the laws of any relevant
jurisdiction, or the requirements of any recognised
regulatory body or any stock exchange in any territory
applicable to the Company).”

5. “THAT:

(A)

(B)

(C)

subject to paragraph (B) below, the exercise by the
Directors during the Relevant Period (as hereinafter
defined) of all the powers of the Company to purchase
its issued shares in the capital of the Company on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) or any other stock exchange on which the
shares of the Company may be listed and recognised
by the Securities and Futures Commission of Hong
Kong and the Stock Exchange for this purpose subject
to and in accordance with all applicable laws and the
requirements of the Rules Governing the Listing of
Securities on the Stock Exchange or of any other stock
exchange as amended from time to time be and is
hereby generally and unconditionally approved in
substitution for and to the exclusion of any existing
authority previously granted;

the aggregate nominal amount of shares of the
Company which may be repurchased by the Company
pursuant to the approval in paragraph (A) above shall
not exceed 10% of the aggregate nominal amount of
the issued share capital of the Company as at the date
of the passing of this resolution and the said approval
shall be limited accordingly; and

for the purpose of this resolution:

“Relevant Period” means the period from the date of
the passing of this resolution until whichever is the
earliest of:
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(a) the conclusion of the next annual general meeting
of the Company;

(b) the expiration of the period within the next
annual general meeting of the Company is
required by the Bye-laws or any applicable laws
of Bermuda to be held; or

(c) the revocation or variation of the authority given
under this resolution by an ordinary resolution
of the shareholders of the Company in general
meeting.”

6. “THAT subject to the passing of ordinary resolutions nos. 4
and 5 set out in the notice convening this meeting, the general
mandate granted to the Directors to exercise the powers of
the Company to allot shares pursuant to ordinary resolution
no. 4 set out in the notice convening this meeting be and is
hereby extended by the addition thereto of an amount
representing the aggregate nominal amount of the share
capital of the Company repurchased by the Company under
the authority granted pursuant to ordinary resolution no. 5
set out in the notice convening this meeting.”

By Order of the Board
Starbow Holdings Limited
Kenneth Chi
Chairman
Hong Kong, 29 July 2005

Principal Place of Business in Hong Kong:
Unit 905, 9/F

Asia Orient Tower

Tower Place

33 Lockhart Road

Wanchai

Hong Kong




At the date of this notice, the Board comprises two executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin

Shek,

Hans and three independent non-executive Directors namely

Mr. Chun Jay, Mr. Chan Chi Yuen and Mr. Lau Man Tak.

Notes:
1.

Every member entitled to attend and vote at the above meeting
is entitled to appoint one or more proxies to attend and vote on
his behalf. A proxy need not be a member of the Company.

In order for such appointment to be valid, the form of proxy
together with the power of attorney or other authority (if any)
under which it is signed, or a notarially certified copy of such
power of authority, must be deposited at the Company’s share
registrar in Hong Kong, Tengis Limited, at Ground Floor, Bank
of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong not less than 48 hours before the time appointed for
the holding of the above meeting or any adjournment thereof.

“Please also refer to the published version of this announcement in

China

Daily.”




If you are in any doubt as to any aspect of this circular or as to the action to be taken, you
should consult a licensed securities dealer, bank manager, solicitor, professional accountant or

other professional adviser.

If you have sold or transferred all your shares in Starbow Holdings Limited (% 81 £ 8 47 R 2
@]*), you should at once hand this circular and the enclosed form of proxy to the purchaser or
transferee or to the bank, licensed securities dealer or other agent through whom the sale or
transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
circular, makes no representation as to its accuracy or completeness and expressly disctaims
any liability whatsoever for any loss howscever arising from or in reliance upon the whole or

any part of the contents of this circular.

STARBOW HOLDINGS LIMITED
ELERARATA"
(Incorporated in Bermuda with limited Hability)

(Stock Code: 397)

PROPOSALS FOR PR .

() RE-ELECTION OF RETIRING DIRECTORS ST

AND i

(I) GRANTING OF GENERAL MANDATES <

TO ISSUE NEW SHARES OF THE COMPANY S

AND TO REPURCHASE SHARES OF THE COMPANY ~ < .
AND ¥

NOTICE OF ANNUAL GENERAL MEETING

A notice convening an annual general meeting of Starbow Holdings Limited to be held at 2/F,
Shui On Centre, 6-8 Hlarbour Road, Wanchai, Hong Kong on 23 August 2005 at 10:00 a.m. is set
out on pages 14 to 17 of this circutar. A form of proxy for use at the annual general meeting is
also enclosed. Such form of proxy is also published on the website of The Stock Exchange of

Hong Kong Limited (www.hkex.com.hk).

Whether or not you are able to attend the annual general meeting, please complete the enclosed
form of proxy in accordance with the instructions printed thereon and return it to the Company’s
share registrar in Hong Kong, Tengis Limited, at Ground Floor, Bank of East Asia Harbour
View Centre, 56 Gloucester Road, Wanchai, Hong Kong as soon as possible but in any event
not less than 48 hours before the time appointed for the holding of the annual general meeting
or any adjournment thereof. Completion and return of the form of proxy will not preclude
shareholders from attending and voting in person at the meeting if they so wish.

29 July 2005

*  for identification purposes only
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In this circular, unless the context otherwise requires, the following expressions shall have

the following meanings:

”AGM "

“Board”
“Bye-laws”

“Company”

“Director(s)”
IfGroupM

“Hong Kong”

JJHK$ ”

“Issuance Mandate”

“Latest Practicable Date”

“Listing Rules”

“Repurchase Mandate”

“Retiring Directors”

MSFO"

an annual general meeting of the Company to be held
at 2/F, Shui On Centre, 6-8 Harbour Road, Wanchai,
Hong Kong on 23 August 2005 at 10:00 a.m., to
consider and, if appropriate, to approve the resolutions
contained in the notice of the AGM which is set out
on pages 14 to 17 of this circular, or any adjournment
thereof;

the board of Directors;

the bye-laws of the Company;

Starbow Holdings Limited, a company incorporated
in Bermuda with limited liability, the shares of which
are listed on the main board of the Stock Exchange;
the director(s) of the Company;

The Company and its subsidiaries from time to time;

The Hong Kong Special Administrative Region of The
People’s Republic of China;

Hong Kong dollars, the lawful currency of Hong Kong;

as defined in paragraph “Issuance and Repurchase
Mandates” of the Letter from the Board;

27 July 2005, being the latest practicable date prior to
the printing of this circular for ascertaining certain
information in this circular;

the Rules Governing the Listing of Securities on the
Stock Exchange;

as defined in paragraph “Issuance and Repurchase
Mandates” of the Letter from the Board;

The Directors who will retire and, being eligible, will
offer themselves for re-election at the AGM pursuant

to the Bye-laws;

the Securities and Futures Ordinance, Chapter 571 of
the Laws of Hong Kong;
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“Shares” ordinary share(s) of HK$0.01 each in the capital of the

Company;

“Shareholder(s)” holder(s) of the Share(s);

“Stock Exchange” The Stock Exchange of Hong Kong Limited;

“Takeovers Code” The Hong Kong Codes on Takeovers and Mergers
issued by the Securities and Futures Commission in
Hong Kong;

%" per cent.




STARBOW HOLDINGS LIMITED
EWNNEZERERAA"

{Incorporated in Bermuda with limited liability)
{Stock Code: 397)

Executive Directors: Registered office:

Mr. Chi Chi Hung, Kenneth (Chairman) Canon’s Court

Mr. Wong Hin Shek, Hans 22 Victoria Street
Hamilton HM 12

Independent non-executive Direclors: Bermuda

Mr. Chun Jay

Mr. Chan Chi Yuen Principal Place of

Mr. Lau Man Tak Business in Hong Kong:

Unit 905, 9/F
Asia Orient Tower
Tower Place

33 Lockhart Road
Wanchai

Hong Kong

29 July 2005
To the Shareholders
Dear Sir or Madam,

PROPOSALS FOR
(I) RE-ELECTION OF RETIRING DIRECTORS
AND
(I1) GRANTING OF GENERAL MANDATES
TO ISSUE NEW SHARES OF THE COMPANY
AND TO REPURCHASE SHARES OF THE COMPANY
AND
NOTICE OF ANNUAL GENERAL MEETING

INTRODUCTION

The purpose of this circular is to provide the Shareholders with information in
respect of the resolutions to be proposed at the AGM for (i} the re-election of Retiring
Directors; (ii) the granting of the Issuance Mandate to the Directors; (iii) the granting of
the Repurchase Mandate to the Directors; and (iv) the extension of the Issuance Mandate
by adding to it the aggregate number of the issued Shares repurchased by the Company
under the Repurchase Mandate.

In addition, this circular also gives notice to the Shareholders of the AGM at which
the above-mentioned resolutions to be proposed.

*  for identification purposes only




RE-ELECTION OF RETIRING DIRECTORS

In accordance with the bye-law 102(B} of the Bye-laws, any Director was appointed
by the Board at any time shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-election at the said annual
general meeting but shall not be taken into account in determining the Directors or the
number of Directors who are to retire by rotation at such meeting. In this respect, Mr.
Wong Hin Shek, Hans, Mr. Chun Jay, Mr. Chan Chi Yuen, who were appointed by the
Directors after the Company’s annual general meeting held on 30 August 2004 will hold
office only until the next following annual general meeting of the Company and shall be
eligible for re-election at the AGM.

In accordance with the bye-law 99 of the Bye-laws, one-third of the Directors for the
time being or if their number is not three or a multiple of three, then the number nearest
one-third shall retire from office by rotation at each annual general meeting except any
Director who holds office as chairman of the Board or managing Director. The Directors to
retire in every year shall be those who have been the longest in office since their last
election but as between persons who became Directors on the same day shall be determined
by lot unless they otherwise agree between themselves. The retiring Directors shall be
eligible for re-election. In this respect, Mr. Lau Man Tak shall retire by rotation at the
AGM, and, being eligible, offer himself for re-election.

Details of the Retiring Directors are set out in Appendix I to this circular in accordance
with the relevant requirements of the Listing Rules.

ISSUANCE AND REPURCHASE MANDATES

At the annual general meeting of the Company held on 30 August 2004, general
mandates were given to the Directors to exercise the powers of the Company to issue new
Shares of the Company and to repurchase Shares of the Company respectively. Such
mandates will lapse at the conclusion of the AGM.

Ordinary resolutions will be proposed at the AGM to approve the granting of new
general mandates to the Directors:

(a) to allot, issue and deal with additional Shares of an aggregate nominal amount
of up to 20% of the aggregate nominal amount of the share capital of the
Company in issue on the date of passing of such resolution (the “Issuance
Mandate”); and

(b)  to purchase Shares on the Stock Exchange of an aggregate nominal amount of
up to 10% of the aggregate nominal amount of the issued share capital of the
Company on the date of passing of such resolution (the “Repurchase
Mandate”); and

(c) to extend the Issuance Mandate by an amount representing the aggregate
nominal amount of the Shares repurchased by the Company pursuant to and
in accordance with the Repurchase Mandate.
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The Issuance Mandate and the Repurchase Mandate will continue in force until the
conclusion of the next annual general meeting of the Company held after the AGM or any
earlier date as referred to in ordinary resolutions nos. 4 and 5 set out in the notice of the
AGM. With reference to the Issuance Mandate and the Repurchase Mandate, the Directors
wish to state that they have no immediate plan to issue or repurchase any Shares pursuant
thereto.

In accordance with the requirements of the Listing Rules, the Company is required
to send to the Shareholders an explanatory statement containing all the information
reasonably necessary to enable them to make an informed decision on whether to vote for
or against the granting of the Repurchase Mandate. The explanatory statement as required
by the Listing Rules in connection with the Repurchase Mandate is set out in the Appendix
IT to this circular.

POLL PROCEDURE

According to clause 70 of the Bye-laws, at any general meeting a resolution put to
the vote of the meeting shall be decided on a show of hands unless a poll is (before or on
the declaration of the result of the show of hands or on the withdrawal of any other
demand for a poll) demanded:

(a) by the chairman of the meeting; or

(b) by at least three Shareholders present in person (or, in the case of a Shareholder
being a corporation, by its duly authorised representative) or by proxy for the
time being entitled to vote at the meeting; or

(c) by any Shareholder or Shareholders present in persen (or, in the case of a
Shareholder being a corperation, by its duly authorised representative) or by
proxy and representing not less than one-tenth of the total voting rights of all
the Shareholders having the right to vote at the meeting; or

(d) by any Shareholder or Shareholders present in person (or, in the case of a
Shareholder being a corporation, by its duly authorised representative) or by
proxy and holding Shares in the Company conferring a right to vote at the
meeting being Shares on which an aggregate sum has been paid up equal to
not less than one-tenth of the total sum paid up on all Shares conferring that
right.

ANNUAL GENERAL MEETING

The notice of the AGM is set out on pages 14 to 17 of this circular. At the AGM,
resolutions will be proposed to approve, inter alia, the re-election of Retiring Directors,
the granting of the Issuance Mandate and the Repurchase Mandate and the extension of
the Issuance Mandate by the addition thereto of the number of Shares repurchased pursuant
to the Repurchase Mandate.




A form of proxy for use at the AGM is enclosed with this circular and such form of
proxy is also published on the website of the Stock Exchange (www.hkex.com.hk). To be
valid, the form of proxy must be completed and signed in accordance with the instructions
printed thereon and deposited, together with the power of attorney or other authority (if
any) under which it is signed or a certified copy of that power of attorney or authority at
the Company’s share registrar in Hong Kong, Tengis Limited, at Ground Floor, Bank of
East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong, not less than
48 hours before the time appointed for the holding of the AGM or any adjournment
thereof. Completion and return of the form of proxy will not preclude Shareholders from
attending and voting in person at the AGM if they so wish.

RECOMMENDATION

The Directors consider that the proposed re-election of Retiring Directors, the granting
of the Issuance and Repurchase Mandates and the extension of the Issuance Mandate are
in the interests of the Company, the Group and the Shareholders. Accordingly, the Directors
recommend the Shareholders to vote in favour of the relevant resolutions to be proposed
at the AGM.

GENERAL INFORMATION

Your attention is drawn to the additional information set out in the Appendix I
(Details of Retiring Directors proposed to be re-elected at the AGM) and Appendix II
(Explanatory Statement on the Repurchase Mandate) to this circular.

Yours faithfully
By Order of the Board
Starbow Holdings Limited
Kenneth Chi
Chairman
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Pursuant to the Listing Rules, the details of the Retiring Directors who will retire at the
AGM according to the Bye-laws and will be proposed to be re-elected at the AGM are provided
below:

(1)  Wong Hin Shek, Hans

Mr. Wong Hin Shek, Hans, aged 35, is an executive Director. He has over 10
years of experience in corporate finance transaction, including mergers and
acquisitions, initial public offerings and equity syndication. Before joining the Group,
he worked in a number of reputable investment banks and the Stock Exchange.

Mr. Wong holds a Master of Science (Financial Management) degree from
University of London in United Kingdom and a Bachelor of Commerce degree from
University of Toronto in Canada.

Mr. Wong is currently an executive director of Golden Resorts Group Limited,
whose shares are listed on the Main Board of the Stock Exchange. Save as disclosed
herein, Mr. Wong does not hold any position with the Company and other members
of the Group, nor has he held any directorship in other listed public companies in
the last 3 years.

There is no service contract entered into with the Company in respect of his
appointment as an executive Director. Mr. Wong agreed to receive no remunerations
for holding such office in the mean time and his remuneration will be determined
by the Board after the evaluation of his performance and contribution to the Company
during the term of his office after the AGM. Mr. Wong has not been entitled to any
emoluments or bonus payments from the Company in his current term of office up
to the holding of AGM.

Mr. Wong has no relationship with any directors, senior management or
substantial or controlling shareholders of the Company nor any interest in shares of
the Company within the meaning of Part XV of the Securities and Futures Ordinance.

(2)  Chun Jay

Mr. Chun Jay, aged 40, is an independent non-executive Director. He holds a
bachelor degree in Computer Science from The Shanghai University of Science and
Technology. He has a solid background in information technology and marketing
and over 14 years of management and investment experience.

Mr. Chun is currently the chairman and executive director of LifeTec Group
Limited and an independent non-executive director of Hua Yi Copper Holdings
Limited, companies whose shares are listed on the Main Board of the Stock Exchange.
Save as disclosed herein, Mr. Chun does not hold any position with the Company
and other members of the Group, nor has he held any directorship in other listed
public companies in the last 3 years.




TO BE RE-ELECTED AT THE ANNUAL GENERAL MEETING

There is no service contract entered into with the Company in respect of his
appointment as an independent non-executive Director. Mr. Chun agreed to receive
no remunerations for holding such office in the mean time and his remuneration
will be determined by the Board after the evaluation of his performance and
contribution to the Company during the term of his office after the AGM. Mr. Chun
has not been entitled to any emoluments or bonus payments from the Company in
his current term of office up to the holding of AGM.

Mr. Chun has no relationship with any directors, senior management or
substantial or controlling shareholders of the Company nor any interest in shares of
the Company within the meaning of Part XV of the Securities and Futures Ordinance.

(3) Chan Chi Yuen

Mr. Chan Chi Yuen, aged 38, is an independent non-executive Director. He
holds a bachelor degree with honors in Business Administration and is a fellow
member of The Hong Kong Institute of Certified Public Accountants and The
Association of Chartered Certified Accountants. Mr. Chan is a practicing certified
public accountant and a partner of an audit firm in Hong Kong. He has over 16
years of extensive experience in accounting, taxation, financial management,
corporate finance and corporate governance.

Mr. Chan is currently an independent non-executive director of Golden Resorts
Group Limited and China Sciences Conservational Power Limited, companies whose
shares are listed on the Main Board of the Stock Exchange. Save as disclosed herein,
Mr. Chan does not hold any position with the Company and other members of the
Group, nor has he held any directorship in other listed public companies in the last
3 years.

There is no service contract entered into with the Company in respect of his
appointment as an independent non-executive Director. Mr. Chan agreed to receive
no remunerations for holding such office in the mean time and his remuneration
will be determined by the Board after the evaluation of his performance and
contribution to the Company during the term of his office after the AGM. Mr. Chan
has not been entitled to any emoluments or bonus payments from the Company in
his current term of office up to the holding of AGM.

Mr. Chan has no relationship with any directors, senior management or
substantial or controlling sharcholders of the Company nor any interest in shares of
the Company within the meaning of Part XV of the Securities and Futures Ordinance.
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(4) Lau Man Tak

Mr. Lau Man Tak, aged 36, is an independent non-executive Director. He
holds a bachelor degree in Accountancy from the Hong Kong Polytechnic University
and has more than 10 years corporate finance, accounting and audit experience. He
is a fellow member of The Association of Chartered Certified Accountants in the
United Kingdom and an associate member of The Hong Kong Institute of Certified
Public Accountants. He is also a member of the Hong Kong Securities Institute.

Mr. Lau is an executive director of the following listed companies in Hong
Kong: Premium Land Limited, Solartech International Holdings Limited and Hua Yi
Copper Holdings Limited. Save as disclosed herein, Mr. Lau does not hold any
position with the Company and other members of the Group, nor has he held any
directorship in other listed public companies in the last 3 years,

There is no service contract entered into with the Company in respect of his
appointment as an independent non-executive Director. Mr. Lau agreed to continue
to receive no remunerations for holding such office and his remuneration will be
determined by the Board after the evaluation of his performance and contribution to
the Company during the term of his office after the AGM. Mr. Lau has not been
entitled to any emoluments or bonus payments from the Company in his current
term of office up to the holding of AGM.

Mr. Lau has no relationship with any directors, senior management or
substantial or controlling shareholders of the Company nor any interest in shares of
the Company within the meaning of Part XV of the Securities and Futures Ordinance.
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The following is an explanatory statement required by the Listing Rules to be sent to the
Shareholders to enable them to make an informed decision on whether to vote for or against the
ordinary resolution to be proposed at the AGM in relation to the granting of the Repurchase
Mandate.

1. REASONS FOR SHARE REPURCHASE

The Directors believe that the granting of the Repurchase Mandate is in the interests
of the Company and the Shareholders.

Repurchases of Shares may, depending on the market conditions and funding
arrangements at the time, lead to an enhancement of the net asset value per Share and/or
earnings per Share. The Directors are seeking the granting of the Repurchase Mandate to
give the Company the flexibility to do so if and when appropriate. The number of Shares
to be repurchased on any occasion and the price and other terms upon which the same are
repurchased will be decided by the Directors at the relevant time, having regard to the
circumstances then pertaining.

2, SHARE CAPITAL

As at the Latest Practicable Date, the issued share capital of the Company comprised
882,936,853 Shares.

Subject to the passing of the ordinary resolution no. 5 set out in the notice of AGM
in respect of the granting of the Repurchase Mandate and on the basis that no Shares are
issued or repurchased by the Company prior to the date of the AGM, the Directors would
be authorised under the Repurchase Mandate to repurchase a maximum of 88,293,685
Shares (representing 10% of the Shares in issue as at the Latest Practicable Date) during
the period in which the Repurchase Mandate remains in force.

3. FUNDING OF REPURCHASES

In repurchasing Shares, the Company may only apply funds legally available for
such purpose in accordance with its memorandum of association and the Bye-laws, the
laws of Bermuda and/or any other applicable laws.

The Company is empowered by its memorandum of association and the Bye-laws to
repurchase Shares. The laws of Bermuda provide that the amount of capital paid in
connection with a share repurchase by a company may only be paid out of either the
capital paid up on the relevant shares, or the funds of the company which would otherwise
be available for dividend or distribution or the proceeds of a fresh issue of shares made
for such purpose. The amount of premium payable on repurchase may only be paid out of
funds of the company which would ctherwise be available for dividend or distribution or
out of the share premium account of the company before the shares are repurchased.
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4, IMPACT OF REPURCHASES

There might be a material adverse impact on the working capital or gearing position
of the Company (as compared with the position disclosed in the audited accounts contained
in the annual report of the Company for the year ended 31 March 2005} in the event that
the Repurchase Mandate was to be carried out in full at any time during the proposed
repurchase period. However, the Directors do not intend to exercise the Repurchase
Mandate to such extent as would, in the circumstances, have a material adverse effect on
the working capital requirements of the Company or the gearing levels which in the
opinion of the Directors are from time to time appropriate for the Company.

5. TAKEOVERS CODE

If, on the exercise of the power to repurchase Shares pursuant to the Repurchase
Mandate, a Shareholder’s proportionate interest in the voting rights of the Company
increases, such increase will be treated as an acquisition for the purposes of the Takeovers
Code. Accordingly, a Shareholder, or group of Shareholders acting in concert, could obtain
or consolidate control of the Company and become obliged to make a mandatory offer in
accordance with Rule 26 of the Takeovers Code for all the Shares not already owned by
such Shareholder or group of Shareholders.

As at the Latest Practicable Date, the following substantial Shareholders were
interested in the Shares:

Approximate Approximate

percentage of percentage of

neminal value of nominal value of

issued share capital issued share capital

before exercise of after exercise of

Repurchase Repurchase

Name of Shareholder Number of Shares Mandate Mandate

Mr. Wong King Shiu, Daniel 90,306,000 10.23% 12.19%

Great Sense Limited (Note 1) 87,460,000 9.90% 11.81%

Mr. Tsang Chiu Ming 87,460,000 9.90% 11.81%
Notes:

1. Great Sense Limited is wholly owned by Mr. Tsang Chiu Ming and Mr.Tsang Chiu Ming is

accordingly taken to have an interest in the 87,460,000 Shares in which Great Sense Limited is
interested under the SFO.
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ON IRE ReEPFURCHAOSE MANDAILL

On the basis that no further Shares are issued or repurchased and in the event that
the Repurchase Mandate is exercised in full, the shareholding of the substantial
Shareholders would be increased as shown above. Such increase would not give rise to an
obligation on the part of the respective substantial Shareholder to make a mandatory offer
under Rule 26 of the Takeovers Code. The Directors have confirmed that they have no
present intention to repurchase Shares to such an extent as would give rise to an obligation
on the part of any Shareholder to make a mandatory offer under Rule 26 of the Takeovers
Code.

6. GENERAL

None of the Directors or, to the best of their knowledge having made all reasonable
enquiries, any of their respective associates (as defined in the Listing Rules) have any
present intention to sell any Shares to the Company in the event that the granting of the
Repurchase Mandate is approved by the Shareholders.

The Company has not been notified by any connected persons (as defined in the
Listing Rules) of the Company that they have a present intention to sell any Shares to the
Company, or that they have undertaken not to sell any Shares held by them to the Company
in the event that the granting of the Repurchase Mandate is approved by the Shareholders.

The Directors have undertaken to the Stock Exchange to exercise the power of the

Company to make repurchases of Shares pursuant to the Repurchase Mandate in accordance
with the Listing Rules and the laws of Bermuda.

-12 -




ONTHE REPURCHAOE MANDAILE

7. SHARE PRICES

The highest and lowest prices per Share at which the Shares have traded on the
Stock Exchange during each of the previous twelve months preceding the Latest Practicable
Date were as follows:

Highest Lowest
HK$ HKS$

2004
July 0.0450 0.0350
August 0.0400 0.0280
September 0.0350 0.0260
October 0.0420 0.0280
November 0.0680 0.0320
December 0.0680 0.0400

2005
January 0.0990 0.0540
February 0.0700 0.0550
March 0.0780 0.0600
April 0.0720 0.0600
May 0.0660 0.0520
June 0.0820 0.0580

8. REPURCHASES OF SHARES MADE BY THE COMPANY
No repurchase of Shares has been made by the Company during the previous six

months (whether on the Stock Exchange or otherwise) preceding the Latest Practicable
Date.
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STARBOW HOLDINGS LIMITED
EUZRARAA"

(Incorporated in Bermuda with limited lability)

(Stock Code: 397)

NOTICE IS HEREBY GIVEN THAT the Annual General Meeting of Starbow
Holdings Limited (the “Company”) will be held at 2/F, Shui On Centre, 6-8 Harbour
Road, Wanchai, Hong Kong on 23 August 2005 at 10:00 a.m. for the following purposes:-

As ordinary business:

1.

To receive and consider the Audited Financial Statements and Reports of the
Directors and of the Auditors for the year ended 31 March 2005.

To re-etect the following Directors:

(i)  Mr. Wong Hin Shek, Hans as executive Director;

(ii) Mr. Chun Jay as independent non-executive Director;

(iii) Mr. Chan Chi Yuen as independent non-executive Director; and

{iv) Mr. Lau Man Tak as independent non-executive Director.

and to authorise the Board of Directors to fix the remuneration of the Directors

To re-appoint Messrs HLB Hodgson Impey Cheng as Auditors and to authorise
the Board of Directors to fix the remuneration of the Auditors.

As special business:

To consider and, if thought fit, pass the following resolutions as ordinary resolutions.

4.

“THAT

(A) subject to paragraph (C) below, the exercise by the directors of the
Company (the “Directors”) during the Relevant Period (as hereinafter
defined) of all the powers of the Company to allot, issue and deal with
additional shares in the capital of the Company and to make or grant
offers, agreements and options (including warrants, bonds, debentures,
notes and other securities which carry rights to subscribe for or are
convertible into shares of the Company) which would or might require
the exercise of such powers be and is hereby generally and
unconditionally approved;

*  for identification purposes only
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the approval in paragraph (A) above shall authorise the Directors during
the Relevant Period to make or grant offers, agreements and options
(including warrants, bonds, debentures, notes and other securities which
carry rights to subscribe for or are convertible into shares of the
Company) which might require the exercise of such powers after the
end of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed
conditionally or unconditionally to be allotted (whether pursuant to an
option or otherwise) by the Directors pursuant to the approvals in
paragraph (A) above, otherwise than pursuant to:

(i}  a Rights Issue (as hereinafter defined), or

(if)  the exercise of rights of subscription or conversion under the terms
of any existing warrants, bonds, debentures, notes and other
securities which carry rights to subscribe for or are convertible
into shares of the Company, or

(iii} an issue of shares under any option scheme or similar arrangement
for the time being adopted for the grant or issue to officers and/
or employees of the Company and/or any of its subsidiaries of
shares or rights to acquire shares of the Company, or

(iv) any scrip dividend scheme or similar arrangement providing for
the allotment of shares in the Company in lieu of the whole or
part of a dividend on shares of the Company in accordance with
the Bye-laws of the Company (the “Bye-laws”},

shall not exceed 20% of the nominal amount of the share capital of the
Company in issue as at the date of passing this resolution and the said
approval shall be limited accordingly; and

for the purpose of this Resolution:

“Relevant Period” means the period from the passing of this resolution
until whichever is the earliest of:

(i)  the conclusion of the next annual general meeting of the Company
following the passing of this resolution;

(ii))  the expiration of the period within which the next annual general

meeting of the Company is required by any applicable laws or the
Bye-laws to be held; or
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(iii} the revocation or variation of the authority given under this
resolution by an ordinary resolution of the shareholders of the
Company in general meeting; and

“Rights Issue” means an offer of shares or other securities of the
Company open for a period fixed by the Directors to holders of shares
or any class thereof whose names appear in the register of members of
the Company on a fixed record date in proportion to their then holdings
of such shares or class thereof (subject to such exclusion or other
arrangement as the Directors may deem necessary or expedient in relation
to fractional entitlements or having regard to any restrictions or
obligations under the laws of any relevant jurisdiction, or the
requirements of any recognised regulatory body or any stock exchange
in any territory applicable to the Company).”

5. “THAT:

(A)

(B)

subject to paragraph (B) below, the exercise by the Directors during the
Relevant Period (as hereinafter defined) of all the powers of the Company
to purchase its issued shares in the capital of the Company on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) or any other
stock exchange on which the shares of the Company may be listed and
recognised by the Securities and Futures Commission of Hong Kong
and the Stock Exchange for this purpose subject to and in accordance
with all applicable laws and the requirements of the Rules Governing
the Listing of Securities on the Stock Exchange or of any other stock
exchange as amended from time to time be and is hereby generally and
unconditionally approved in substitution for and to the exclusion of
any existing authority previously granted;

the aggregate nominal amount of shares of the Company which may be
repurchased by the Company pursuant to the approval in paragraph
(A) above shall not exceed 10% of the aggregate nominal amount of the
issued share capital of the Company as at the date of the passing of this
resolution and the said approval shall be limited accordingly; and

for the purpose of this resolution:

“Relevant Period” means the period from the date of the passing of this
resolution until whichever is the earliest of:

(a) the conclusion of the next annual general meeting of the Company;
{b) the expiration of the period within the next annual general meeting

of the Company is required by the Bye-laws or any applicable
laws of Bermuda to be held; or
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(c)  the revocation or variation of the authority given under this
resolution by an ordinary resolution of the shareholders of the
Company in general meeting.”

6. “THAT subject to the passing of ordinary resolutions nos. 4 and 5 set out in
the notice convening this meeting, the general mandate granted to the Directors
to exercise the powers of the Company to allot shares pursuant to ordinary
resolution no. 4 set out in the notice convening this meeting be and is hereby
extended by the addition thereto of an amount representing the aggregate
nominal amount of the share capital of the Company repurchased by the
Company under the authority granted pursuant to ordinary resolution no. 5
set out in the notice convening this meeting.”

By Order of the Board
Starbow Holdings Limited
Kenneth Chi
Chairman

Hong Kong, 29 July 2005

Principal Place of Business in Hong Kong:
Unit 905, 9/F

Asia Orient Tower

Tower Place

33 Lockhart Road

Wanchai

Hong Kong

At the date of this notice, the Board comprises two executive Directors, namely Mr. Chi Chi
Hung, Kenneth and Mr. Wong Hin Shek, Hans and three independent non-executive Directors
namely Mr. Chun Jay, Mr. Chan Chi Yuen and Mr. Lau Man Tak.

Notes:

1. Every member entitled to attend and vote at the above meeting is entitled to appoint one or more
proxies to attend and vote on his behalf. A proxy need not be a member of the Company.

2. In order for such appointment to be valid, the form of proxy together with the power of attorney or

other authority (if any) under which it is signed, or a notarially certified copy of such power of authority,
must be deposited at the Company’s share registrar in Hong Kong, Tengis Limited, at Ground Fioor,
Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong not less than 48
hours before the time appointed for the holding of the above meeting or any adjournment thereof. .
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STARDOUW HOLDINGOS LIMILTED
ENZERERDA
(Incorporated in Bermuda with limited liability)

(Stock Code: 397)

Form of proxy for use at the Annual General Meeting to be
held on 23 August 2005 at 10:00 a.m.

E/We Noie “'
of
being the registered holder(s) of ™ ? grdinary shares of HK$0.01 each in the capital of STARBOW HOLDINGS LIMITED (the
“Company”), hereby appoint the Chairman of the Meeting ® ¥, or
of
as my/our proxy to attend and vote for me/us at the Annual General Meeting of the Company (the “Meeting”) to be held at
2/F, Shui On Centre, 6-8 Harbour Road, Wanchai, Hong Kong on 23 August 2005 at 10:00 a.m. {or any adjournment thereof)
for the purpose of considering and, if thought fit, passing the resolutions set out in the notice convening the Meeting and at
such Meeting (or any adjournment thereof) to vote on my/our behalf as indicated below:

Please indicate with a v in the boxes provided how you wish the proxy to vote on your behalf ™ #,

Resolutions FOR AGAINST

1 To consider and approve the Audited Financial Statements and Reports of the
Directors and of the Auditors for the year ended 31 March 2005.

2 | To re-elect the following Directors:

(i) Mr. Wong Hin Shek, Hans as executive Director; (i) (i)

(ii)) Mr. Chun Jay as independent non-executive Director; (ii) (ii}
(iii) Mr. Chan Chi Yuen as independent non-executive Director; and (1ii) {iii)
(iv) Mr. Lau Man Tak as independent non-executive Director. (iv) (iv}

To authorise the Board of Directors to fix the remuneration of the Directors.

3 | To re-appeint Messrs HLB Hodgson Impey Cheng as the Company’s auditors
and to authorise the Board of Directors to fix the remuneration of the Auditors.

4 | To grant a general mandate to the Directors to allot, issue and deal with
additional Shares not exceeding 20% of the issued share capital of the Company.

5 | To grant a general mandate to the Directors to repurchase Shares not exceeding
10% of the issued share capital of the Company.

6 | To extend the general mandate granted under resolution no. 4 by including the
number of Shares repurchased by the Company pursuant to resolution no. 5 by
the Company under the mandate referred to in item 5 above.

Datedthis —______ dayef 2005 Signature et s
Shareholder(s)
Nofes:
1. Full name({s) and address{es) to be inserted in BLOCK CAPITALS.
2. Please insert the number of shares registered in your name{s) and to which this form of proxy relates; if no number is inserted, this
form of proxy will be deemed to relate to all the shares in the capital of the Company registered in your name(s).
3. If any proxy other than the Chairman of the Meeting is preferred, delete the words “the Chairman of the Meeting” and insert the name

and address of the proxy desired in the space provided. Any alteration made to this form of proxy must be duly initialled by the
person who signs it

4. If this form is returned duly signed, but without any indication as to how your proxy should vote, the proxy may vote for or against
the resolutions or may abstain at his discretion.

5. This form of proxy must be signed by you or your attorney duly authorised in writing or, in the case of a corporation, must be either
under its commen seal or under the hand of an officer or attorney duly autherised.

&. In the case of joint holders, the vote of the senior who tenders a vote, whether in person or by proxy or by representative will be

accepted to the exclusion of the votes of the other joint holders. For this purpose, seniority is determined by the order in which the
name stands first on the register of members in respect of the joint holding.

7. To be valid, this form of proxy, together with any power of attorney or other authority {(if any) under which it is signed, ar a notarially
certified copy of such pawer ar autherity, must be deposited with the Company’s share registrar in Hong Kong at Tengis Limited, at
Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchat, Hong Kong not less than 48 hours before the time
for holding the Meeting or any adjourned meeting.

B. The proxy need not be a member of the Company but must attend the Meeting in person to represent you.

9. Completion and return of this form of proxy will not preclude you from attending and voting in person at the Meeting or any
adjournment thereof if you so wish. In such case, this form of proxy will be deemed to have been revaked.

*  for identification purposes only
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STARROW<0(397> - Unusual price movement CULE AT R

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement 1s made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent decrease in the price of the shares of the
Company and wish to state that we are not aware of any reasons for such
decrease in price.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obligation imposed by rule 13.09 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans
and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited
Chi Chi Hung, Kenneth
Director

Hong Kong, this September 16, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20050916/LTN2005091618. ..

3/30/2007
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STARBOW<00397> - Unusual price & volume movements

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent decrease in price and the increase in the trading
volume of the shares of the Company and wish to state that we are not
aware of any reasons for such Unusual Movement.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obligation imposed by rule 13.09 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans
and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited
Chi Chi Hung, Kenneth
Director

Hong Kong, this 12th day of October, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20051012/LTN2005101209... 3/30/2007
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STARBOW<00397> - Unusual price & volume movements

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent increase in the price and trading
volume of the shares of the Company and wish to state that we are not
aware of any reasons for such increase.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obligation imposed by rule 13.09 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans
and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited

Chi Chi Hung, Kenneth
Director

Hong Kong, dated this 25th day of October, 2005"

http://www. hkex. com. hk/listedco/]listconews/sehk/20051025/LTN2005102... 3/30/2007
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STARBOW<00397> - Unusual price movement

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent increase in the price of the shares of the
Company and wish to state that we are not aware of any reasons for such
increase.

We also cenfirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obligation imposed by rule 13.09 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the crder of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directers, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans
and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Heoldings Limited
Chi Chi Hung, Kenneth
Cirector

Hong Kong, dated this 26th day of October, 20057

http://www. hkex. com. hk/listedco/listconews/sehk/20051026/LTN2005102. .. 3/30/2007
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STARBOW<00397> - Unusual price movement EF:}”Q ;;f-{

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the reguest of The Stock Exchange of Hong Kong
Limited.

We have noted the recent fluctuation in price of the shares of the Company
and wish to state that we are not aware of any reasons for such
fluctuation.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obligation imposed by rule 13.09 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans

and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited

Chi Chi Hung, Kenneth
Director

Hong Kong, dated this 28th day of Octobker, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20051028/LTN2005102... 3/30/2007
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STARBOW<00397> - Unusual price movement

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent increase in the price of the shares of the
Company and wish to state that we are not aware of any reasons for such
increase.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obligation imposed by rule 13.09%9 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans

and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited

Chi Chi Hung, Kenneth
Director

Hong Kong, dated this 31st day of October, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20051031/LTN2005103... 3/30/2007
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STARBOW<00397> - Unusual price movement

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent increase in the price of the shares of the
Company and wish to state that we are not aware of any reasons for such
increase.

We also confirm that there are no negotiations or agreements relating to
intended acquisitions or realizations which are discloseable under rule
13.23, neither is the Board aware of any matter discloseable under the
general obligation imposed by rule 13.09 of the Listing Agreement, which
is or may be of a price-sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and Jjointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans
and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited

Chi Chi Hung, Kenneth
Director

Hong Kong, dated this 1lst day of November, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20051101/LTN2005110... 3/30/2007
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STARBOW<00397> - Suspension of Trading

At the request of Starbow Holdings Limited (the "Company"}, trading in

its shares has been suspended with effect from 9:30 a.m. today (7/11/2005)
pending for an announcement in relation to placing of securities of the

Company which may be price-sensitive to the Company.

http://www. hkex. com. hk/listedco/listconews/sehk/20051107/LTN2005110. ..

3/30/2007




The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or
completeness and expressiy disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contenls of this announcement.

This announcemeni appears for information purposes only and does not constitute an invitation or offer to acquire, purchase or subscribe for the

securities mentioned herein,

STARBOW HOLDINGS LIMITED TOWN HEALTH INTERNATIONAL
(BEMBRARAA) HOLDINGS COMPANY LIMITED
{Incorporated in Bermuda with limited liability) { E i ﬁ g B’ E | )
(Stock Code: 397) (Incorporated in the Cayman Islands with limited liability)
(Stock Code: 8138)
(1} SUBSCRIPTION OF CONVERTIBLE NOTES; (1) POSSIBLE DISCLOSEABLE AND CONNECTED TRANSACTION:

(2) THE WHITEWASH WAIVER; SUBSCRIPTION OF CONVERTIBLE NOTES

(3) SUBSCRIPTION OF NEW SHARES; AND
(4) PLACING OF NEW SHARES; (2) RESUMPTION OF TRADING

(5) PLACING OF CONVERTIBLE NOTES;
(6) PROPOSED CHANGE OF NAME;
(7 REFRESHMENT OF THE SCHEME MANDATE LIMIT; AND
(8) RESUMPTION OF TRADING

Financial adviser to Starbow Holdings Limited Financtal adviser to Town Health International Holdings Company Limited
Kimngstox CorporatE Fixance LiMien m% - k {é ,
FARAT SEANGEA CRoyr . FrenY
. CE
Placing Agent to the Placing of New Shares and Convertible Notes First Shanghai Capita) Limited S p
Kingstox Securimies LismiTen T ._ , 'j!
L - E
Independent financial adviser to the -t Tl A
independent board committee of Starbow Holdings Limited =" 4 -
5‘,“'}"4 TIS Securitles (HK) Limited Lo )]
wll¥ . -

CN SUBSCRIPTION AGREEMENT e
On 9 December 20035, Starbow and the CN Subscriber entered into the CN Subscription Agreement pursuant to which the CN Subscriber agreed o
subscribe for the Convertible Notes [ in an aggregate principal smount of HK$60,000,000. : -

At the initial conversion price of HK$0.041 per Share, vpon exercise in full of the conversion rights attached to the Convertible Notes | to be issued
under the CN Subscription Agreement, an aggregate of [,463,414,634 new Shares would fall (o be issued by Starbow, which would represent (i)
approximately 165.74% of the existing issued share capital of Starbow comprising 882,936,853 Shares; and (ii) approximately 62.37% of the
issued share capital of Starbow as enlarged by the issue of such Conversion Shares.

The initial conversion price of HK$0.041 per Share, represents (i) a discount of approximately 12.77% to the closing price of HK$0.047 per Share
quoted on the Stock Exchange on 4 November 2005, being the day prior to the suspension of trading in the Shares immediately before the issue of
this announcement: and (ii) a discount of approximately 5.53% to the average closing price of HK$0.0434 per Share as quoted on the Stock
Exchange for the last five consecutive twading days up to and including 4 November 2005,

Completion of the CN Subscription is subject 10 certain conditions. The Conversion Shares falling to be issued vpon exercise of the conversion
rights attached to the Convertible Notes will when issued rank pari passu with all other Shares then in issue.

The gross and net proceeds from the CN Subscription will be approximately HK$60 million and HK$57 million respectively, assuming all of the
Convertible Notes I are actually placed. Qut of the net proceeds of HK$57 million, (i) about HK$50 million will be used for the establishment by
Starbow Group of a new centre (i.e. not by the acquisition of an existing business) for the provision of the health check, advanced diagnostic
imaging services, doy care observation services and medical laboratory related services in Hong Kong; and (ii) the remaining balance of about
HKS7 million will be used as general working capital for the Starbow Group.

SHARE SUBSCRIPTION AGREEMENT

On 9 December 2005, Starbow and the Share Subscriber entered into the Share Subscription Agreement pursuant to which the Share Subscriber
agreed 1o subscribe for and Starbow agreed to allot and issue 100,000,000 new Shares for cash consideration at a subscription price of HK$0.038
each.

Completion of the Share Subscription is subject to certain conditions, The 100,000,000 Subscription Shares represent (i) approximately 11.33% of
the existing issued share capital of Starbow comprising 882,936,853 Shares; and (ii) approximately 10.17% of Starbow's issued share capital as
enlarged by the issue of the Subscription Shares. The Subscription Shares when issued will rank pari passu with all other Shares then in issue.

The subscription price per Subscription Share of HK$0.038 represents (i) a discount of approximately 19.15% to the closing price of HK$0.047 per
Share quoted on the Stock Exchange on 4 November 2005, being the day prior to the suspension of trading in the Shares immediately before the
issue of this announcement; and (ii} o discount of approximately 12.44% to the average closing price of HK$0.0434 per Share as quoted on the
Stock Exchange for the last five consecutive trading days up to and including 4 November 20035,

Both the gross and net proceeds from the Share Subscription are approximately HK$3.8 million which will be used as general working capital for
the Starbow Group.

INFORMATION ON THE CN SUBSCRIBER AND SHARE SUBSCRIBER

The CN Subscriber is Top Act, an indirect wholly owned subsidiary of Town Health, the shares of which became listed on GEM on 18th October
2000. Town Health is currently owned as to 51% of its issued share capital by Broad ldea International Limited which is beneficially owned by Mr,
Cho Kwai Chee as 1o 50.1% and Dr. Francis Choi Chee Ming as 10 49.9% respectively.

The Share Subscriber is Central View, a company wholly and beneficially owned by Ms. Choi Ka Yee, Crystal who is independent of and not
connected with Starbow and its connected person (as defined under the Listing Rules). Given that the ultimate beneficial owner of the Share
Subscriber is a daughter of Dr. Francis Choi Chee Ming. who is one of the beneficial owners of the controlling shareholder of Town Health, the
Share Subscriber is a party acting in concert with the CN Subscriber for the purpose of the Takeovers Code.

*  For ideniification only




WHITEWASH WAIVER

Assuming (i) completion of the Share Placing: and (ii) completion of the Share Subscription, the Share Subscriber will be interested in 100,000,060
Shares representing 8.62% of the issued share capital of Starbow as enlarged by the issue of the Placing Shares and the Subscription Shares
(assuming that none of the conversion rights attached to the Convertible Notes 1 and Convertible Notes 11 are exercised).

Assuming (i) completion of the Share Subscription; (ii) completion of the Share Placing; and (iii) full exercise of the conversion rights attached to
the Convertibte Notes 1, the Subscribers and parties acting in concert with cach of them will be interested in a totat of 1,563,414,634 Shares,
representing approximately 59.60% of the issued share capital of Starbow as enlarged by the issue of the Placing Shares, the Subscription Shares
and the Conversion Shares issued upon exercise of the conversion rights awtached to the Convertible Notes | (assuming that none of the conversion
rights attached to the Convertible Notes 1] are exercised).

Assuming (i} no completion of the Share Subscription; (ii) completion of the Share Placing; and (iii} full exercise of the conversion rights attached
to the Convertible Notes I, the CN Subscriber and parties acting in concert with it will be interested in 1,463,414,634 Shares, representing
approximately 58.00% of the issued share capital of Starbow as enlarged by the issue of the Placing Shares and the Conversion Shares issued upon
exercise of the conversion rights atached to the Convertible Notes 1 (assuming that none of the conversion rights attached to the Convertible Notes
H are exercised).

Assuming (i) completion of the Share Subscription; (i)} no completion of the Share Placing; and (iii} full exercise of the conversion rights attached
to the Convertible Notes 1, the Subscribers and parties acting in concert with each of them will be interested in a total of 1,563,414,634 Shares,
representing approximately 63.91% of the issued share capital of Starbow as enlarged by the issue of the Subscription Shares and the Conversion
Shares issued upon excrcise of the conversion rights attached to the Convertible Notes I (assuming that none of the conversion rights attached to
the Convertible Notes Il are exercised).

As a result, the Subscribers and parties acting in concert with them will hold more than 30% of the issued share capital of Starbow as so enlarged
as a result of the exercise of the conversion rights attached to the Convertible Notes I and therefore are obliged to make a mandatory general offer
for all the issued Shares (not already owned or agreed to be acquired by the Subscribers and parties acting in concert with them) under Rule 26 of
the Tukeovers Code.

Pursuant to Note 10 to Rule 26.1 of the Takeovers Code. the acquisition of convertible securities does not give rise to an obligation on the part of
the CN Subscriber to make a general offer but the exercise of the conversion rights will be considered to be an acquisition of voting rights for the
purpose of the Rule 26 of the Takeovers Code. The Subscribers and parties acting in concernt with cach of them may hold more than 30% of the
issued share capital of Starbow upon exercise of the conversion rights attached to the Convertible Notes 1 by the CN Subscriber or upon such
exercise together with the Share Subscription. An application will be made by the Subscribers to the Executive for the Whitewash Waiver, which, if
granted, would be subject to the approval of the Independent Starbow Sharehelders on a voie taken by way of poll. If the Whitewash Waiver is
granted and approved by the Independent Starbow Shareholders, the obligation of the Subscribers and parties acting in concert with each of them to
make a mandatory general offer under Rule 26 of the Takeovers Code will be waived. The Executive may or may not grant the Whitewash Waiver,

SHARE PLACING AGREEMENT
On 9 December, 2005, Starbow and the Placing Agent entered into the Share Placing Agreement, pursuant to which Starbow agreed to place,
through the Placing Agent, on a best effort basis, 176,580,000 new Shares at a price of HK30.038 cach.

The Placing Agent shall procure not fewer than six placees, each of whom and whose ultimate beneficial owners (i) are not connected persons (as
defined in the Listing Rules) of Starbow; and (ii) are independent of, and not connected with Starbow or the Share Subscriber or the CN Subscriber
or their respective connected persons {as defined in the Listing Rules).

The 176,580,000 Placing Shares represent (i} approximately 20% of the existing issued share capital of Starbow comprising 882,936,853 Shares;
and (ii} approximately 16.67% of the issued share capital of Starbow as enlarged by the issue of Placing Shares, The Placing Shares will be issued
under the General Mandate. Completion of the Share Placing is conditional upon the Listing Committee of the Stock Exchange granting the listing
of, and permission to deal in, the Placing Shares. The Placing Shares when issued will rank pari passu with all other Shares then in issue.

The placing price per Placing Share of HK$0.038 represents (i) a discount of approximately 19.15% 10 the closing price of HK$0.047 per Share
quoted on the Stock Exchange on 4 November, 2003, being the trading day prior to the suspension of trading in the Shares immediately before the
issue of this announcement: and (ii) a discount of approximately 12.44% to the average closing price of approximately HK$0.0434 Share as quoted
on the Stock Exchange for the last five consecutive trading days up to and including 4 November 20035,

The gross and net proceeds from the Placing Shares of approximately HK$6.7 million and HK$5.7 million (after deducting the estimated related
expenses of HK$| million) respectively, will be used for the Starbow Group's general working capital, The net proceeds from each Placing Share
will be approximately HK$0.032.

CN PLACING AGREEMENT
On 9 December, 2005, Starbow and the Plocing Agent also entered into the CN Placing Agreement pursuant to which the Placing Agent agreed to
place. on a best effort basis, up to an aggregate principal amount of HK$60,000,000 Convertible Notes II.

At any time up 10 the first anniversary of the date of fulfillment of conditions of the CN Placing Agreement, the Placing Agent can at any time by
written notice call for Starbow to issue Convertible Notes 11 up to an aggregate principal amount of HK$60,000,000, within 5 Business Days from
the date of receipt of such notice, Each call shall not be less than HK$1,000,000.

Following the satisfaction of the Business Condition, Starbow can at any time up to the first anniversary of the date of fulfillment of conditions of
the CN Placing Agreement give the Call Notice to the Placing Agent for the Placing Agent to procure subscribers or itself, on a fully underwritien
basis, to subscribe for the balance of any of Convertible Notes |l not yet placed, up to a maximum amount of HK$12,000,000, to be completed
within 10 Business Days of the Call Notice provided that if the Placing Agent shall give notice to Starbow within 8 Business Days after issue of the
Call Notice on the ground of force majeure, details of which are set out in the paragraph sub-headed “Force Majeure™ in this announcement, it shall
have no obligations to complete.

The Placing Agent shall procure not fewer than six placees, each of whom and whose ultimate beneficial owners are not connected persons of
Starbow and are independent of, and not connected with Starbow, the Share Subscriber, the CN Subscriber and their respective connected persons
(as defined in the Listing Rules and/or the GEM Listing Rules).

Assuming that the Convertible Notes 1! of the maximum aggregate principal amount of HK$60,000,000 are placed under the CN Placing, upon
exercise tn full of the conversion rights attached to such Convertible Notes L1, an aggregate of 1,463,414,634 Conversion Shares would fall to be
allotted and issued by Starbow ot the initial conversion price of HK$0.041 per Share, which would represent (i} approximately 165.74% of the
existing issued share capital of Starbow comprising 882,936,853 Shares; (ii) approximately 62.37% of the issued share capital of Starbow as
enlarged by the issue of such 1,463,414,634 Conversion Shares; and (iii) approximately 38.41% of the issued share capital of Starbow as enlarged
by the issue of the aggregate 2,926,829,268 Conversion Shares which will fall to be issued vpon exercise in full of the conversion rights attached to
such Convertible Notes | and IL.

Completion of the CN Placing is conditional upon the fulfillment of the conditions as listed below. The Conversion Shares falling to be issued upon
exercise of the conversion rights attached to the Convertible Notes 11 will when issued rank pari passu with all other Shares then in issue.

The conversion price of HK30.041 per Conversion Share represents (i) a discount of approximately 12.77% to the closing price of HK$0.047 per
Share as quoted on the Stock Exchange on 4 November 2005, being the last trading day prior to the suspension in the trading of the Shares pending
the issve of this annowncement; (ii) a discount of approximately 5.53% to the average closing price of the Shares of HK$0.0434 per Share as
quoted on the Stock Exchange for the five trading-day period up to and including 4 November 2005; and (iii) a premium of about 73.73% to the net
asset value per Share of approximately HK$0.0236 based on the consolidated net assets of Starbow as at 31 March 2005 as shown in its sudited
financial statements for the year ended on that date. The other principal terms of the Convertible Notes II are listed below,

The gross and net proceeds from the placing of the Convertible Notes [1 will be approximately HK$60 million and HK$55 million respectively,
assuming all of the Convertible Notes Il are actually placed. The net proceeds of HK355 million are expected to be applied towards the expansion
of the Starbow Group’s new centre for the provision of health check, advanced diagnostic imaging services, day care observation services and
medica! laboratory related services established by application of the net proceeds from the CN Subscription, and the establishment of similar
centres ot other locations in Hong Kong. In the event that such expansion and establishment of the proposed new centres are not implemented, such
net proceeds will be used as general working capital for the Starbow Group.

PROFOSED REFRESHMENT OF THE SCHEME MANDATE LIMIT

Starbow also proposes to seek its shareholders” approval regarding refreshment of the 10% limit on the grant of options under the Share Option
Scheme which is based on the existing share capital of Starbow as at the date of the Starbow SGM.
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CHANGE OF COMPANY'S NAME

The Starbow Board proposes to put forward ar the Starbow SGM a resolution to change the name of Starbow from “Starbow Holdings Limited” 10
“Town Health Medical Technology Holdings Company Limited™. It is also proposed that subject to the new English name of Starbow becoming
effective, the company will adopt “HE fi} ﬁ R F{’E % A% 47 B 4% 51" as its new Chinese name for identification purposes only. The proposed
change of name is subject to, among other things, (i) the Starbow Shareholders’ approval at the Starbow SGM: and (ii} the completion of CN
Subscription.

PROPOSED APPOINTMENT OF DIRECTOR OF STARBOW

It is proposed that Mr. Cho Kwai Yee, Kevin, Mr. Siv Kam Chau and Ms. Choi Ka Yee, Crystal will be appointed as executive directors of Starbow
on the earliest day as permitted under the Takeovers Code. Save for such appointment, it is not expected that there will be any major changes to the
composition of the Starbow Beard.

GEM LISTING RULES IMPLICATIONS ON TOWN HEALTH - POSSIBLE DISCLOSEABLE AND CONNECTED TRANSACTION
Given that Ms. Choi Ka Yee, Crystal is a daughter of Dr. Francis Chei Chee Ming, who is a connected person of Town Health, and is proposed to
be appointed as a director of Starbow, the exercise of the conversion righis attached 1o the Convertible Notes I by the CN Subscriber constitutes a
possible discloseable and connected transaction of Town Health under the GEM Listing Rules. Accordingly, the CN Subscription is also subject to
the approval of Town Health’s independent sharcholders, voting by way of poll at the Town Health EGM under the GEM Listing Rules. The
controlling shareholder of Town Health, Broad ldea [nternational Limited (which is beneficially owned by Mr. Cho Kwai Chee as 10 50.1% and Dr,
Francis Choi Chee Ming as to 49.9%) and its associates will abstain from voting on the relevant resolution to be proposed at the Town Health EGM
for the approval of the CN Subscription.

GENERAL

An independent board committee of Starbow, comprising all of the independent non-executive directors of Starbow namely Mr. Lau Man Tak, Mr.
Chun Jay and Mr. Chan Chi Yuen, has been formed to advise the Independent Starbow Shareholders in relation to (i) the Share Subscription; (ii)
the CN Subscription: (iit) the CN Placing; and (iv) the Whitewash Waiver. TIS has been appointed as the independent financial adviser to advise
the independent board committee of Starbow and the Independent Starbow Shareholders in relation to (i) the Share Subscription; (ii) the CN
Subscription; (iii} the CN Placing; and {iv) the Whitewash Waiver. The appointment of TIS as the independent financial adviser has been approved
by the independent board committee of Starbow.

A circular of Starbow containing, amongst other things, further details of {i) the Share Subscription; (ii) the CN Subscription; (iit) the CN Placing;
(iv) the Whitewash Waiver; (v) the refreshment of Scheme Mandate Limit; {vi) proposed change of company’s name; and (vii) the recommendation
of the independent board committee of Starbow to the Independent Starbow Shareholders and the letter of advice from TIS (o the independent
board committee of Starbow in respect of (i) the Share Subscription; (ii} the CN Subscription; (iii) the CN Placing; and {iv} the Whitewash Waiver,
will be despatched to the Starbow Shareholders as soon as practicable in accordnnce with the Listing Rules and Takeovers Code.

An independent board committee of Town Health has been formed to advise the independent shareholders of Town Health in relation 1o the CN
Subscription. An independent financial adviser will be appointed as soon as possible to advise the independent board committee and the independent
shareholders of Town Health in relation to the CN Subscription.

A circular of Town Health containing, amongst other things, further details of the CN Subscription, an advice from an independent financial
adviser and a recommendation from the independent board committee of Town Health, together with a notice convening the Town Health EGM will
be despatched to the shareholders of Town Health as soon as practicable,

The Stock Exchange is concerned that the ultimate intention of Starbow and the CN Subscriber is to inject a business into Starbow which
may become under control of the CN Subscriber. The Stock Exchange will closely monitor all future transactions, if any, between Starbow
and the CN Subscriber and may aggregate such transactions and decide whether the reverse takeover rule should apply. The Stock
Exchange may also revisit this matter in the event that there is evidence available to indicate that Starbow is under the control of the CN
Subscriber.

Starbow Sharcholders and potential investors should note that each of the Share Subscription, the Share Placing, the CN Subscription and
the CN Placing is subject to the fulfilment of 2 number of conditions precedent, and may or tmay not proceed. Starbow Shareholders and
potential investors are reminded to exercise caution when dealing in the Shares.

Town Health Shareholders and potential investors should note that the CN Subscription is subject to the fulflilment of a number of
conditions precedent, and may or may not proceed. Town Health Shareholders and potential investors are reminded to exercise caution
when dealing in the shares of Town Health.

SUSPENSION AND RESUMPTION OF TRADING

At the request of Starbow, trading in the Shares on the Stock Exchange was suspended with effect from 9:30 a,m, on 7 November 2005 pending the
release of this announcement. Application has been made by Starbow for the resumption of trading in the Shares on the Stock Exchange with effect
from 9:30 a.m. on 12 December 2005.

At the request of Town Health, wrading in the shares of Town Health on the Stock Exchange was suspended with effect from 9:30 a.m. on 7
November 2005 pending the release of this announcement. Application has been made by Town Health for the resumption of trading in its shares
on the Stock Exchange with effect from 9:30 a.m. on 12 December 20035,

CN SUBSCRIPTION AGREEMENT
On 9 December 2005, Starbow and the CN Subscriber entered into the conditional CN Subscription Agreement pursuant to which Starbow will issue and
the CN Subscriber will subscribe for the Convertible Notes 1 of an aggregate principal amount of HK360,000,000.

The source of fund of HK$60,000,000 for subscription of the Convertible Notes [ by Town Health comprises (i) approximately HK$35 million from the
subscription of new shares of Town Health by Broad [dea International Limited, which is 49.9% beneficially owned by Dr. Francis Choi Chee Ming and
50.1% beneficially owned by Mr. Cho Kwai Chee, as announced on 20 Aprit 2005; and (ii) approximately HK$25 million from the placing of Tranche 1
Bonds (as defined in the announcement of Town Health dated 30 August 2005) which was announced on 30 August 2005 and completed on 29 September
2005.

Conversion Shares falling to be issued upon exercise in full of the conversion rights attached to the Convertible Nate 1

Al the initial conversion price of HK$0.0d1 per Share. upon exercise in full of the conversion rights attached to the Convertible Notes [, an aggregate of
1,463,414,634 new Shares would falt to be issued by Starbow, which would represent (i) approximately 165.74% of the existing issued share capital of
Starbow comprising 882,936.853 Shares; and (ii) approximately 62.37% of the issued share capital of Starbow as enlarged by the issve of such
Conversion Shares.

The initial conversion price of HK$0.041 per Share, represents (i) a discount of approximately 12.77% 1o the closing price of HK$0.047 per Share
quoted on the Stock Exchange on 4 November 2005, being the day prior to the suspension of trading in the Shares immediately before the issue of this
announcement: and (ii} a discount of approximately 5.53% to the average closing price of HK$0.0434 per Share as quoted on the Stock Exchange for the
last five consecutive trading days up to and including 4 November 2005,

The Conversion Shares fatling to be issued upon exercise of the conversion rights attached to the Convertible Notes 1 will, when issued, rank pari passu
with all other Shares then in issue.

Terms of the Convertible Notes
Please refer to the section headed “Principal terms of the Convertible Notes™ in this announcement.

Conditions

Completion of the CN Subscription is conditional upon:

(1}  the Listing Committee of the Stock Exchange granting listing of, and permission to deal in, the Conversion Shares falling to be allotted and issued
upon exercise of the conversion rights attached w the Convertible Notes [;

(2)  the passing by the Independent Starbow Sharcholders at the Starbow SGM of an ordinary resolution by way of poll approving the CN Subscription
Agreement and the transactions contemplated thereunder including but not limited to the issue of the Convertible Notes 1 and the allotment and
issue of the relevant Conversion Shares;

(3) the passing by the Independent Starbow Sharcholders at the Starbow SGM of an ordinary resolution by way of poll approving the Whitewash
Waiver; and the granting of the Whitewash Waiver by the Executive in accordance with the Takeovers Code;
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(4) the Bermuda Monciary Authority having granting its permission for the issue and free transferability of the Convertible Note I and Conversion
Shares, or if no such permission is necessary, a legal advice issued by the Bermuda legal counse! of Starbow confirming the same;

(5) the passing by the Independent Town Health Shareholders at the Town Health EGM of an ordinary resolution by way of poll approving the CN
Subscription Agreement and the transactions contemplated thereunder; and

(6) no event having occurred or occurring which would terminate the CN Subscription Agreement.
The conditions set out above cannot be waived by Starbow or the CN Subscriber.

In the event that the above conditions are not fulfilled on or before the date falling 60 days from the date of the CN Subscription Agreement (or such

other later date as may be agreed between the CN Subscriber and Swarbow), the CN Subscription Agreement shall lapse and become null and void and the

parties thereto shall be released from all obligations thereunder, save for any liability arising out of any antecedent breaches thereof.

The CN Subscription Agreement is not conditional upon completion of the Share Placing, the Share Subscription or the CN Placing.

Completien

The CN Subscription is to be completed on or before the fourth business day after satisfaction of the above-mentioned conditions (or such later date as

may be agreed amongst the parties hereto),

Use of proceeds

The gross and net proceeds from the CN Subscription will be approximately HK$60 million and HK$57 million respectively. Qut of the net proceeds of

HK$57 million, (i) sbout HK$50 mitlion will be used for the establishment by Starbow Group of a new centre (i.c. not by the acquisition of an existing

business} for the provision of the health check, advanced diagnostic imaging services, day care observation services and medical laboratory related

services in Hong Kong: and (ii) the remaining balance of about HK$7 million will be used as general working capital for the Starbow Group,

SHARE SUBSCRIPTION AGREEMENT

On 9 December 2005, Starbow and the Share Subscriber entered into the Share Subscription Agreement pursuant to which the Share Subscriber agreed to

subscribe for and Starbow agreed to allot and issue 100,000,000 new Shares for cash consideration at a subscription price of HK$0.038 each.

Subscription Shares

The 100,000,000 Subscription Shares represent (i) approximately 11.33% of the existing issued share capital of Starbow comprising 882,936,853 Shares;

and (i) approximately 10.17% of Starbow’s issued share capital as enlarged by the issue of the Subscription Shares.

The Subscription Shares when issued will rank pari passu with all other Shares then in issue.

Subscription price

The subscription price per Subscription Share of HK$0.038 represents (i) a discount of approximately 19.15% to the closing price of HK$0.047 per

Share quoted on the Stock Exchange on 4 November 2005, being the day prior to the suspension of trading in the Sharcs immediately before the issue of

this announcement; and (ii) a discount of approximately 12.44% to the average closing price of approximately HK3$0.0434 per Share as quoted on the

Stock Exchange for the last five consecutive trading days up to and including 4 November 2005.

Conditions

Completion of the Share Subscription is conditional upon:

(1}  the Listing Committee of the Stock Exchange having granted approvat for the listing of, and permission to deal in, the Subscription Shares;

(2)  the passing by the Independent Starbow Sharcholders ot the Starbow SGM of ordinary resolutions by way of poll approving the Share Subscription
Agreement, the issue of the Subscription Shares, and the transactions contemplated thereunder;

(3)  the passing by the Independem Starbow Shareholders at the Starbow SGM of ordinary resolutions by way of poll approving the Whitewash Waiver
and the granting of the Whitewash Waiver by the Executive in accordance with the Takeovers Code; and

(4) no event having occurred or occurring which would terminate the Share Subscription Agreement.

The conditions set out above cannot be waived by Starbow or the Share Subscriber.

In the event that the abave conditions are not fulfilled on or before the date falling 60 days from the date of the Share Subscription Agreement (or such

other [ater date as may be agreed between the Share Subscriber and Starbow), the Share Subscription Agreement shall lapse and become nuil and void

and the parties thereto shall be released from all obligations thereunder, save for any liability arising out of any antecedent breaches thereof.

Completion

The Share Subscription is to be completed on or before the third business day after satisfaction of the above-mentioned conditions {or such later date as

may be agreed amongst the parties hereto).

Use of proceeds

Both the gross and net proceeds from the Share Subscription are approximately HK$3.8 million which will be used as general working capital for the

Starbow Group.

INFORMATION ON THE CN SUBSCRIBER AND SHARE SUBSCRIBER

CN Subscriber

The CN Subscriber is Top Act, an indirect wholly owned subsidiary of Town Health. Town Health became listed on GEM on 18 October 2000 and is

principatly engaged in the (i) provision of healthcare and dental services; (ii) sale of healthcare and pharmaceutical products; and (iii) investment in a

number of companies in the healthcare industry. Town Health is currenily owned as to 51% of its issued share capital by Broad Idea International

Limited which is beneficially owned by Mr. Cho Kwai Chee as to 50.1% and Dr. Francis Choi Chee Ming as to 49.9% respectively.

The principal activities carried on by Town Health and the proposed new businesses of Starbow are considered to be two separate business segmenis. The

medical centers run by Town Health provides principally medical diagnosis and treatment 1o patients while Starbow intends to diversify its business (o

run a centre for carrying on the health check, advanced diagnostic imaging services, day care observation services and medical laboratory related

businesses. Given that Town Health and Starbow have different clientele without overlapping business functions, there will be no competition between

Town Health and Starbow.

Share Subscriber

The Share Subscriber is Central View, a company wholly and beneficially owned by Ms. Choi Ka Yee, Crystal who is independent of and not connected

with Starbow and its connected person (as defined under the Listing Rules). Given that the ultimate beneficial owner of the Share Subscriber, Ms. Choi

Ka Yee, Crystal, is a daughter of Dr. Francis Choi Chee Ming, who is one of the beneficial owners of the controlling sharcholder of Town Health, the

Share Subscriber is a party acting in concert with the CN Subscriber for the purposes of the Takeovers Code. Upon completion of the Share Placing and

completion of the Share Subscription, the Share Subscriber will hold approximately 8.62% of the issued share capital of Starbow as enlarged by the

issue of the Placing Shares and the Subscription Shares and approximately 3.81% of the issued share capital of Starbow as enlarged by the issue of the

Placing Shares, Subscription Shares and Conversion Shares {assuming all the conversion rights attached to the Convertible Notes | only are exercised).

INFORMATION ON STARBOW

Starbow is o company incorporated in Bermuda with limited liability and the Shares are listed on Main Board of the Stock Exchange. The Starbow

Group is principally engaged in the manufacture and sales of garment in the PRC.

The audited consolidated net loss before and after taxation and extraordinary items of Starbow for the financial year ended 31 March 2005 were

approximately HK$28.76 million and HK$28.77 million respectively. The audited consolidated net profit before and after 1axation and extraordinary

items of Starbow for the financial year ended 31 Matrch 2004 were approximately HK$122,000 and HK$96,000 respectively. As at 31 March 2005, the

audited consolidated net asset of Starbow Group was approximately HK$20.81 miltlion.

WHITEWASH WAIVER

Assuming (i) completion of the Share Placing and (ii) completion of the Share Subscription, the Share Subscriber will be interested in 100,000,000

Shares representing 8.62% of the issued share capital of Starbow as enlarged by the issue of the Placing Shares and the Subscription Shares {assuming

that none of the conversion rights attached to the Convertible Notes 1 and Convertible Notes II are exercised).

Assuming (i) completion of the Share Subscription; (ii} completion of the Share Placing; and {iti) full exercise of the conversion rights attached to the

Convertible Notes 1, the Subscribers and parties acting in concert with each of them will be interested in a total of 1,563,414.634 Shares, representing

approximately 59.60% of the issued share capital of Starbow as enlarged by the issue of the Placing Shares, the Subscription Shares and the Conversion

Shares issued upon exercise of the conversion rights attached to the Convertible Notes | (assuming that none of the conversion rights attached o the

Convertible Notes 11 are exercised).

Assuming (i) no completion of the Share Subscription; (ii) completion of the Share Placing; and (iii) full exercise of the conversion rights attached to the

Convertible Notes |, the CN Subscriber and parties acting in concert with it will be interested in 1,463.414,634 Shares, representing approximately

58.00% of the issued share capital of Starbow as enlarged by the issue of the Placing Shares and the Cenversion Shares issued upon exercise of the

conversion rights antached to the Convertible Notes [ (assuming that none of the conversion rights attached to the Convertible Notes 11 are exercised).

Assuming (i) completion of the Share Subscription; (ii} no completion of the Share Placing; and (iii) full exercise of the conversion rights attached to the

Converlible Notes |, the Subscribers and parties acting in concert with each of them will be interested in a total of 1,563,414,634 Shares, representing
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ppproximately 63.91% of the issued share capital of Starbow as enlarged by the issue of the Subscription Shares and the Conversion Shares issved upon

exercise of the conversion rights attached to the Convertible Notes [ (assuming that none of the conversion rights attached to the Convertible Notes I are

exercised).

As a result, the Subscribers and parties acting in concert with each of them will hold more than 30% of the issued share capital of Siarbow as so enlarged

as a result of the exercise of the conversion rights attached to the Convertible Notes 1 and therefore are obliged to make 2 mandatery general offer for all

the issucd Shares (not already owned or agreed to be acquired by the Subscribers and parties acting in concert with each of them) under Rule 26 of the

Takeovers Code. Given that the Subscribers and parties acting in concert with each of them will hold more than 50% of the voting rights of the Starbow,

the Subscribers and parties acting in concert with them may increase their sharcholdings interest in Starbow without incurring any further obligation

under Rule 26 under the Takeovers Code to make a general offer after the exercise of the conversion rights attached to the Conventible Notes L.

Pursuant to Note 10 to Rule 26.1 of the Takeovers Code, the acquisition of convertible securities does not give rise to an obligation on the part of the CN

Subscriber 10 make a general offer but the exercise of the conversion rights will be considered to be an acquisition of voting rights for the purpose of

Rule 26 of the Takeovers Code. The Subscribers and parties acting in concert with each of them may hold more than 30% of the issued share capital of

Starbow upon exercise of the conversion rights attached to the Convertible Notes 1 by the CN Subscriber or such exercise together with the Share

Subscription. An application will be made by the Subscribers to the Executive for the Whitewash Waiver, which, if granted, would be subject to the

approval of the Independent Starbow Shareholders on a vote taken by way of poll, If the Whitewash Waiver is granted and approved by the Independent

Starbow Shareholders, the obligation of the Subscribers and parties acting in concert with each of them to make a mandatory general offer under Rule 26

of the Takeovers Code will be waived. The Exccutive may or may not grant the Whitewash Waiver,

Save for the Share Subscription Agreement, none of the Subscribers and parties acting in concert with each of them are interested in any Shares or has

dealt in the Shares during the past 6 months preceding the date of the Share Subscription Agreement and the CN Subscription Agreement,

SHARE PLACING AGREEMENT

On 9 December, 2005, Starbow and the Placing Agent entered into the Share Placing Agreement, pursuant to which Starbow has conditionally agreed to

place, through the Placing Agent, 176,580,000 new Shares at a price of HK$0.038 cach.

Placing agent

Kingston Securities Limited is the ptacing agent for the Share Placing, which is to be made, on a best effort basis, and will receive a placing commission

of 2.5% of the gross proceeds of the Share Placing.

The Placing Agent and its ultimate beneficial owners are not connected persons (as defined in Listing Rules) of Starbow and are independent of and not

connected with Starbow and its connected persons (as defined in the Listing Rules).

Placees

The Placing Agent shall procure not fewer than six placees, each of whom and whose ultimate beneficial owners (i) are not connected persons {as

defined in the Listing Rules) of Starbow: and (i) are independent of and not connected with Starbow, the Share Subscriber or the CN Subscriber or their

respective connected persons (as defined in the Listing Rules and/or the GEM Listing Rules).

Placing Shares

The 176,580,000 Placing Shares represent (i) approximately 20% of the existing issued share capital of Starbow comprising 882,936,833 Shares; and (ii)

approximately 16.67% of the issued share capital of Starbow as enlarged by the issue of Placing Shares.

The Placing Shares will be issued under the General Mandate. Under the General Mandate, the Starbow Directors are authorised to allot and issue up to

176.587,370 new Shares, As at the date of this announcement, the General Mandate remains unutilised.

The Placing Shares when issued will rank pari passu with all other Shares then in issue,

Placing price

The placing price per Placing Share of HK$0.038 represents (i) a discount of approximately 19.15% to the closing price of HK$0.047 per Share quoted

on the Stock Exchange on 4 November, 2005, being the trading day prior 10 the suspension of trading in the Shares immediately before the issue of this

announcement; and (i) n discount of approximately 12.44% to the average closing price of approximately HK$0.0434 Share as quoted on the Stock

Exchange for the last five consecutive trading days up to and including 4 November 2005.

Condition

Completion of the Share Placing is conditional upon the Listing Committee of the Stock Exchange grenting listing of, and permission to deal in, the

Placing Shares.

Completion

The Share Placing is to be completed on or before the fourth business day after satisfaction of the sbove-mentioned cendition.

Use of proceeds

The grass and net proceeds from the Placing Shares of approximately HK$6.7 million and HK$5.7 million (after deducting the estimated related

expenses of HK$! miltion) respectively, will be used as general working capital for the Starbow Group. The net proceeds from each Placing Share will

be approximately HK$0.032.

CN PLACING AGREEMENT

On 9 December, 2005, Starbow and the Placing Agent also entered into the CN Placing Agreement pursuant to which the Placing Agent agreed 1o place,

on a best effort basis, up to an agpregate principal amount of HK$60,000,000 Convertible Note 11,

Al any time up to the first anniversary of the date of fulfillment of conditions of the CN Placing Agreement, the Placing Agent can at any time by written

notice call for Starbow 10 issue Convertible Notes 11 up to an aggregate principal amount of HK$60,000.000, within 5 Business Days from the date of

receipt of such notice. Each call shall not be less than HK$1,000,000.

Following the satisfaction of the Business Condition, Starbow can at any time up to the first anniversary of the date of fulfillment of conditions of the

CN Placing Agreement give the Call Notice to the Placing Agent for the Placing Agent to procure subscribers or itself, on a fully underwritter basis, to

subscribe for the balance of any of Convertible Notes 11 not yet placed, up to a maximum amount of HK$12,000,000, to be completed within 10 Business

Days of the Call Notice provided that if the Placing Agent shall give notice to Starbow within 8 Business Days after issue of the Call Notice on the

ground of force majeure, details of which are set out in the paragraph headed “Force Majeure”™ below, it shall have no obligations o complete.

Placing agent:

Kingston Securities Limited is the placing agent for the CN Placing and will be entitled to receive a placing commission of 2.5% of the gross proceeds

of the Convertible Notes Il actually placed.

The Placing Ageat and its ultimate beneficial owners are not connected persons (as defined in Listing Rules) of Starbow and are independent of and not

connected with Starbow and its connected persens {as defined in Listing Rules).

Placees:

The Placing Agent shall procure not fewer than six placees, each of whom and whose uliimate beneficial owners are not connected persons of Starbow

und are independent of, and not connected with Starbow, the Share Subscriber, the CN Subscriber or their respective connected persons (as defined in

the Listing Rules and/or the GEM Listing Rules).

Conversion Shares falling to be issued upon exercise in full of the conversion rights attached to the Convertible Notes II

Assuming that the Convertible Notes Il of the maximum aggregate principal amount of HK$60,000,000 are placed under the CN Placing, upon exercise

in full of the conversion rights attached to such Convertible Notes [1 at the initial conversion price of HK$0.041 per Share, an aggregate of 1,463,414,634

Conversion Shares would fall to be allotted and issued by Starbow, which would represent (i) approximately 165.74% of the existing issued share capital

of Starbow comprising 882,936,853 Shares; (ii) approximately 62.37% of the issued share capital of Starbow as enlarged by the issue of such 1,463.414,634

Conversion Shares; and (iii) approximately 38.41% of the issued share capital of Swarbow as enlarged by the issue of the aggregate 2,926,829,268

Conversion Shares which will fall 1o be issued upen exercise in full of the conversion rights attached to such Convertible Notes ¥ and I1,

The Conversion Shares falling to be issued upon exercise of the conversion rights attached to the Convertible Notes will when issued rank pari passu

with all other Shares then in issue.

Terms of the Convertible Notes

Please refer to the section headed “Principal terms of the Convertible Notes™ in this announcement.

Conditions

The CN Placing is conditional vpon:

(1)  the Listing Commintee of the Stock Exchange granting listing of, and permission to deal in, the Conversion Shares falling 1o be allotted and issvued
upon exercise of the conversion rights attached to the Convertible Notes 11 to be placed under the CN Placing Agreement;

(2) the passing by the Independent Starbow Sharcholders at the Starbow SGM by way of poll of an ordinary resolution approving the CN Placing
igrecmdem. the issue of Convertible Notes 1l and the allotment and issue of the relevant Conversion Shares and other transactions contemplated
thereunder;

(3)  the completion of CN Subscription Agreement; and

(4) no force majeure event having occurred or occurring.




The abovementioned conditions cannot be waived by either Starbow or the Placing Agent.

The CN Placing will lapse if the conditions are not satisfied by 31 March 2006 {or such other date as agreed by the parties to the CN Placing

Agreement).

Completion

Completion of the CN Placing shall take place at any time afier the fulfilment of the abovementioned conditions and at any time up to the first

anniversary of the date of fulfillment of conditions of the CN Placing Agreement. A further announcement will be made by Starbow upen completion of

the placing of the Convertible Notes 11 under the CN Placing Agreement or if the CN Placing has lapsed.

Use of proceeds

The gross and net proceeds from the placing of the Convertible Notes 11 under the CN Placing Agreement will be approximately HK$60 and HK$55

miltion respectively, assuming all of the Convertible Notes 11 are actually placed. The net proceeds of HK3$55 millien are expected to be applied towards

the expansion of the Starbow Group's new centre for the provision of health check, advanced diagnostic imaging services, day care observation services

and medical laboratory related services established by application of the net proceeds from the CN Subscription, and the establishment of similar centres

at other locations in Hong Kong. In the event that such expansion and establishment of the proposed new centres are not implemented, such net proceeds

will be used as general working capital for the Starbow Group.

Force Majeure

The Placing Agent will have the right to terminate the obligation to underwrite, on a fully underwritien basis, up to an aggregate principal amount of

HKS$12,000,000 Convertible Note Il under the CN Placing Agreement on the ground as stated below from the date of the Call Notice up to the 8th

Business Day thereafter:~

(i} the introduction of any new law or regulation or any change in existing laws or regulations (or the judicial interpretation thereof) or other
occurrence of any nature whatsoever which may, in the reasonable opinion of the Placing Agent, materially and adversely affect the business or
the financial or trading position or prospects of the Starbow Group as a whole; or

(i)  the oceurrence of any local, national or international event or change {(whether or not forming part of a series of events or changes occurring or
continuing before and/or after the date hereof) of a political, military, financials, economic, currency (including a change in the system under
which the value of the Hong Kong currency is linked to the currency of the United States of America) or other nature (whether or not sui generis
with any of the foregoing), or in the nature of any local, national, international outbreak or escalation of hostilities or armed conflict, or affecting
local securities market or the occurrence of any combination of circumstances which may, in the reasonable opinion of the Placing Agent,
materially and adversely affect the business or the financial or trading position or prospects of the Starbow Group as a whole or adversely
prejudices the success of the CN Placing or otherwise makes it inexpedient or inadvisable for Starbow or the Placing Agent to proceed with the
CN Placing; or

(iti) any change in market conditions or combination of circumstances in Hong Kong (including without limitation suspension or material restriction
on trading in securities) occurs which affect the success of the CN Placing or otherwise in the reasonable opinion of the Placing Agent make it
inexpedient or inadvisable or inappropriate for Starbow or the Placing Agent to proceed with the CN Placing.

As at the date of this announcement, the Starbow Directors are nol aware of the occurrence of any of such events.

The obligations to place Convertible Notes [[ up to an aggregate principal amount of HK$60,000,000 by the Placing Agent, on a best effory basis, shall

continue from the date of the CN Placing Agreement until end of its term (i.e. Lst anniversary from the date of fulftllment of conditions of the CN

Placing Agreement),

PRINCIPAL TERMS OF THE CONVERTIBLE NOTES

Issuer: Starbow

Principal amount: HK$120,000,000 (being the aggregate of HK$60,000,000 for the Convertible Notes [ and the maximum of HK$60.000.000
for the Convertible Notes 11).

Maturity date: the date falling on the fourth anniversary of the date of issue of the Convertible Notes. Any unredeemed and unconverted
Convertible Notes will be redeemed a1t 100% of the outstanding principal amount together with any accrued interest in
cash.

Initial conversion price: HK3$0.041 per Conversion Share.

The inirial conversion price was determined on an arm's length basis respectively between Starbow and the Placing
Agent, and between Starbow and Town Health, with reference to, among other things, the performance of the Share
price.

The initial conversion price is subject to adjustments, including consolidation or subdivision of shares, which may or
may net occur.

The conversion price of HK$0.04t per Conversion Share represents: (i} a discount of approximately 12,77% 1o the
closing price of HK$0.047 per Share as quoted on the Stock Exchange on 4 November 2005, being the last trading day
prior to the suspension in the trading of the Shares pending the issue of this announcement; (3i) a discount of approximately
5.53% to the average closing price of the Shares of HK$0.0434 per Share as quoted on the Stock Exchange for the five
trading-day pertod up 10 and including 4 November 2005; and (iii) a premium of about 73.73% to the net asset value per
Share of approximately HK$0.0236 based on the consclidated net assets of Starbow as at 31 March 2005 as shown in its
audited financial statements for the year ended on that date.

The holders of the Convertible Notes shall have the right at any time after the date of issue of the Converiible Notes 1o
convert any outstanding amount of the Convertible Notes at denomination of HK$1,000,000 each into the Conversion
Shares at the Conversion Price, unless the amount remaining on exercise of the conversion rights shall be less than
HKS$1,000,000. The board ot size of Shares is 20.000.

Ranking: The Conversion Shares, when allotted and issued will rank pari passu in all respects with the other Shares in issue as at
the date of issue of the Conversion Shares.

Interest: 1% per annum payable half yearly in arrears.

Transferability: The Convertible Notes may be transferred or assigned to any third party without the prior written consent of Starbow.

Save with the consent of the Stock Exchange, none of the Convertible Notes may be transferred to a “connected person™
(as defined in the Listing Rules) of Starbow. Starbow shall give notice to the Stock Exchange for any wransfer of the
Convertible Notes and shall state whether any connected person of Starbow is involved.

Voting rights: The Convertible Notes do not confer any voting rights at general meetings of Starbow on the holder(s) of the Convertible
Notes.
Events of default: The events of default provisions which provide that on the occurrence of certain events of default specified in the

Convertible Notes (e.g. liquidation), each of the holders of the Convertible Notes shall be entitled to demand for

immediate repayment of the principal amount outstanding and accrued but unpaid interest under the relevant Convertible

Notes.
Listing: No application will be made for the listing of the Convertible Notes on the Stock Exchange or any other stock exchange,
REASON FOR THE SHARE PLACING, SHARE SUBSCRIPTION, THE CN SUBSCRIPTION AND THE CN PLACING
The estimated total gross and nel proceeds from the Share Placing, the Share Subscription and the CN Subscription will be approximately HK$70.5
million and HK$66.5 million respectively. Out of the total net proceeds of HK$66.5 million, about HK$50 million will be used by Starbow for the
establishment by the Starbow Group of a new centre (i.e. not by the acquisition of any existing business) for the provision of health check, sdvanced
diagnostic imaging services, day care observation services and medical laboratory related services in Hong Kong and the remaining balance of about
HK$16.5 millton will be used as general working capital for the Starbow Group. Assuming all of the Convertible Notes IE in the total principal amount
of HK$60 millton are placed, the gross and net proceeds from the CN Placing will be approximately HK$60 million and HK$55 million respectively.
The net proceeds of HK$53 million are expected to be applied towards the expansion of the Starbow Group’s newly established centre for the nbove-
mentioned services and the establishment of similar centres at other locations in Hong Kong. In the event that such expansion and the establishment of
the proposed new centres are not implemented, such net proceeds will be used as general working capital for the Starbow Group.
The Starbow Group is principally engaged in the manufacture and sales of garment in the PRC. Starbow Board intends to continue its existing business
and has no intention 1o dispose of any of its existing business. In order to improve its earning base, Starbow Directors intends to diversify into business
with earning potential. Starbow intends to apply a substantial part of the estimated net proceeds arising from the Share Placing, the Share Subscription,
the CN Subscription and the CN Placing towards the establishment by Starbow Group of a new centre (i.e. not by the acquisition of any existing
business) for the provision of the health check, advanced diagnostic imaging services, day care observation services and medical laboratory related
services in Hong Kong, and for the expansion of such new centre and the establishment of similar centres at other locations in Hong Kong. The centre
will be designed 10 be a one-stop day-time body health check centre equipped with most advanced medical technology equipment, which is believed to
cater for the increasing demand for high quality medical care services. The Starbow Directors are of the view that the Share Placing, the Share
Subscription, the CN Subscription and the CN Placing will not only strengthen its capital and Shareholders bases but also assist in its diversification into
business with optimistic earning potential and therefore are in the interest of Starbow and its shareholders as a whole,
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The Town Health Directors consider that the CN Subscription provides flexibility to Town Heath to convert the Convertible Notes | into Shares should
the price of the Shares be higher than the exercise price of the Convertible Notes. Further, it is in line with Town Health’s sirategy in expanding its
business into the provision of health check, advanced diagnostic imaging services, day care observation services and medical laboratory related
businesses through investment in Starbow should Town Health exercise the conversion rights attached to the Convertible Notes L. Taking into account the
above and that the exercise price of the Convertible Notes represents a discount to the closing price of the Shares on 4 November 20035, being the last
trading day prior to the datc of this announcement and the average closing price of the Shares for the five trading-day period up to and including 4
November 2005, Town Health Directors believe that the terms of the CN Subscription Agreement are fair and reasonable and the CN Subscription is in
the interest of Town Health and its shareholders as a whole,

EFFECT ON SHAREHOLDING STRUCTURE

The existing and enlarged shareholding structure of Starbow immediately before and after the issue of the Placing Shares, Subscription Shares and

Conversion Shares falling to be issued upon excrcise of the conversion rights attached to the Converntible Notes are set out below:

No. of
shares held
Neo. of immediately
shares beld alter
immediately completion
after of Shares
No. of campletion Placiag 1od
shares beld of the Share Share
immedistely No. of Placing and Sobscription
No. of after shares held Share and foll
shares held completion immediately Subscription conversion of
Na. of shares immediately of the Share after foll and [ull the convertible
held at the after Placing conversion of conversion of Notes 1 and
Name of Starbow date of this completion of and Share the Convertlble the Converlible the Convertible
Shareholders innouneement %  Share Placing %  Subscription % Notes | % Notes 1 % Notes I %
(Note 2) [Note 2) {Note 3)
Wong Kirg Shiv, Daniel 90,306,000 10.23 90,306,000 8.52 90,306,000 i 90,306,000 385 90,306,000 14 90,306,000 2
Grea Sense Limited 7,460,000 9.91 §7.450,000 8.25 87,460,000 154 §7,460,000 33 £7,460,000 133 87,460,000 PAL]
Subscribers
Share Subscriber (Note 1} - - - - 100,000,000 362 - - 100,000,000 381 100,000,000 245
CN Subscriber (Note 2) - - - - - - 1463414634 6237 1463414634 5579 1,463,414,634 3531
Sub-1012] - - - - 104,000,000 561 1463414,604 6237 1,563,414,634 59.60 1,563.414,63¢ 1.2
Public
Placees
- Shares - - 176,580,000 16.67 176,580,000 15.23 - - 176,580,600 673 176,580,000 [NY]
- Convertible Notes 1) - - - - - - - - - - 1483414634 FAR3]
Sub-lotal - - 76,580,000 16.67 176,580,000 15.23 - - 176,380,000 673 1,639.994,634 40.13
Other public sharehalders 705,170,853 7986 J05[10.853 66.50 705,170,852 60.83 705,170,853 3008 705,170,353 2690 705,170,853 11.26
Total 882,936.853 10000 1.059.516,853 10000 1139316853 10000 2346351487 10000 2622931487 10000 4,086,346,121 100.00
Note:

1 The Share Subscriber is a company wholly and beneficially owned by Ms, Choi Ka Yee, Crysial, a daughter of Dr, Francis Choi Chee Ming, wha is a beneficial owner of
49,9% of the issued capital in Broad Idea Internstional Limited, the controlling shareholder of Town Health, and therefore is an associate of » substantial sharebotder of
Town Health,

2 Assuming upon excrcise in full of the conversion rights attached to the Convertible Notes I at the initial conversion price of HK$0.041 per Share under the CN
Subscription, an aggregate of 1,463,414.634 new Shares would fall to be issved by Starbow to the CN Subscriber,
3 Assuming upon exercise in full of the conversion rights attached to the Convertible Notes I at the initial conversion price of HK$0.041 per Share under the CN

Subscription, an aggregate of 1,463,414,634 new Shares will fall to be issued by Starbow to the CN Subscriber; and assuming that the maximum aggregate principal
amount of HK$60,000,000 are placed under the CN Placing and upen exercise in full of the conversion rights attached to the Convertible Notes I[ at the initial conversion
price of HK$0.041 per Share, an aggregate of ],463.4I4.6§4 Conversion Shares will fall to be allotted and issued by Starbow 1o the placees.
CAPITAL RAISING ACTIVITIES
The table below summarises the capital raising activities of the Starbow Group for the 12 months immediately before the date of this Announcement,
Date of Actual vse of net proceeds as at
unnouncement Net Proceeds the date of this announcement
(approximately)
HK$6.4 million

Event Intended use of proceeds

30 November 2004 HKS$3 million were used for the
repayment of short-term

liabilities; and HK$3.4 million
were used for payment of
operating expenses including rental
expenses and staff salaries

Placing of 147,140,000 new
Shares on a fully
underwritten basis

HKS$3 million for the repayment
of short-term liabilities;
and HK$3.4 million for
general working capital
of Starbow

PROPOSED APPOINTMENT OF NEW DIRECTORS OF STARBOW

It is proposed that Mr. Cho Kwai Yee, Kevin, Mr. Siu Kam Chau and Ms. Choi Ka Yee, Crystal be appointed as executive directors of Starbow on the
carliest day as permitted under the Takeovers Code. The appointment of Mr. Cho Kwai Yee, Kevin as executive director of Starbow is subject to
completion of the CN Subscription, while the appointment of Mr. Siu Kam Chauv and Ms. Choi Ka Yee, Crystal as executive directors of Starbow are
subject to completion of the Share Subscription, Save for such appointments, it is not expected that there will be any other major changes to the
composition of the Starbow Board.

Mr. Che Kwai Yee, Kevin

Mr. Cho Kwai Yee, Kevin, aged 43, is a qualified associate engineer in building services. He has been involved in the field of construction, renovation
and business management in the past 16 years and has been holding various senior executive positions in a number of corporations. Mr. Kevin Cho was
appointed as an executive director of Town Health on 24 July 2001. He is responsible for the business development of Town Health. Mr. Kevin Cho is the
brother of Mr. Cho Kwai Chee. Save as disclosed above, he did not hold any directorship in other public listed company or any other position with
Starbow and other members of the Starbow Group in the past three years,

Mr. Kevin Cho does not have any relationship with any directors, senior management, substantial or controlling shareholders of Starbow. As at the date
of this announcement, Mr. Kevin Cho has no interest in the securities of Starbow within the meaning of Part XV of the Securities and Futures Ordinance.
No service contract has been entered into between Starbow and Mr. Kevin Cho. Save as disclosed in this announcement, there are no other matters that
need to be brought 1o the attention of the Stock Exchange and holders of securities of Starbow.

Mr. Siu Kam Chau

Mr. Siu Kam Chau, aged 41, holds a bachelor degree in accountancy from the City University of Hong Kong. He is a fellow of the Association of
Chartered Certified Accountants and the Hong Kong Institute of Certified Public Accountants, He is also a certified public accountant {practising). Mr,
Siu had worked in an international accounting firm and a number of listed groups. He has over 16 years of work experience in accounting, company
secretary and corporate finance and has extensive knowledge in fund raising and merger and acquisition activities. He had held senior positions in a
number of corporations and worked as an executive director in three companies whose shares are listed on the main board of the Stock Exchange or
GEM. He was an executive director of Town Health until his resignation on 6 January 2003, He is currently an independent non-¢xecutive director of
Wang On Group Limited. Save that Mr. Stu was an executive director of Town Health International Holdings Company Limited until his resignation on 6
January 2003 and currently being an independemt non-executive director of Wang On Group Limited, he did not hold any directorship in other public
listed company or any other position with Starbow or other members of the Starbow Group in the past three years.

Mr. Siu does not have any relationship with any directors, senior management, substantial or contrelling sharcholders of Starbow. As at the date of this
announcement, Mr. Siu has no interest in the securities of Starbow within the meaning of Part XV of the Securities and Futures Ordinance. No service
contract has been entered into between Starbow and Mr, Siu, Save as disclosed in this announcement, there are no other matiers that need to be brought
to the attention of the Stock Exchange and holders of securities of Starbow.
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Ms Choi Ka Yee, Crystal

Ms, Choi Ka Yee, Crystal, aged 24, graduated from Boston College, U.S.A. with a bachelor degree of science in accountancy. Ms. Crystal Choi joined
Early Light Group in September 2003, which is principally engaged in the manufacturing and trading of toys and property investment, She is studying o
master degree in corporate finance at the Hong Kong Polytechnic University in Hong Kong. She joined Town Health in April 2005 as the director of
corporate finance department. Ms. Crystal Choi has extensive knowledge in accounting and corporate finance. She did not hold any directorship in other
public listed company or any other position with Starbow or other members of the Starbow Group in the past three years.

Ms. Choei Ka Yee, Crystal does not have any relationship with any directors, senior management, substantial or controlling shareholders of Starbow. As at
the date of this announcement, Ms. Crystal Choi has no interest in the securities of Starbow within the meaning of Part XV of the Securities and Futures
Ordinance, save under the Share Subscription Agreement. No service contract has been entered into between Starbow and Ms. Crystal Choi. Save as
disclosed in this announcement, there are no other matters that need to be brought to the attention of the Stock Exchange and holders of securities of
Starbow.

Starbow believes that in light of the extensive experience of Mr. Cho Kwai Yee, Kevin and Mr, Siu Kam Chau in the healthcare industry, the proposed
appointment of them to be its executive directors will facilitate Starbow in its business diversification.

PROPOSED REFRESHMENT OF THE SCHEME MANDATE LIMIT

Starbow proposes to seck its shareholders’ approval regarding refreshment of the 10% limit on the grant of options under the Share Option Scheme
which is based on the issued share capital of Starbow as art the date of the Starbow SGM.

Pursuant to Note | of Rule 17.03(3) of the Listing Rules, the total number of Starbow Shares which may be issued upon exercise of all options 10 be
granted under refreshment of the Share Option Scheme must not exceed 10% of the Shares in issue as at the date of approval of the limit, which is the
date of Starbow SGM.

CHANGE OF COMPANY'S NAME

The Starbow Board proposes to put forward at the Starbow SGM a resolution to change the name of Starbow from “Starbow Holdings Limited” to “Town
Health Medical Technology Holdings Company Limited”™, It is also proposed that subject o the new English name of Starbow becoming effective,
Starbow will adopt "t ﬁé% i fﬁ £S5 R A7 B4 ©) as its new Chinese name for identification purposes only. The proposed change of name is
subject to, among other things, (i} the Starbow Shareholders’ approval at the Starbow SGM; and (ii) the completion of the CN Subscription.

The effective date of the change of name will be the date on which the new name is entered by the Registrar of Companies in Bermuda en the register in
place of the existing name. Upon the change of name becoming effective, all existing share certificates bearing the current name of Starbow will
continue to be evidence of title to Shares and will continue to be valid for trading, seittement and registration purposes and the rights of the Starbow
Shareholders will not be affected as a result of the proposed change of name. Should the change of name become effective, any issue of share cenificates
thereafter will be in the new company name and the securities of Starbow will be traded on the Stock Exchange in the new name. A further announcement
will be made when the proposed change of name become effective,

GEM LISTING RULES IMPLICATIONS ON TOWN HEALTH - POSSIBLE DISCLOSEABLE AND CONNECTED TRANSACTION

Ms. Choi Ka Yee, Crystal is proposed to be appointed as executive director of Starbow on e¢arliest day as permitted under the Takeovers Code. Given that
Ms, Choi Ka Yee, Crystal is a daughter of Dr. Francis Choi Chee Ming, who is a connected person of Town Health, the exercise of the conversion rights
attached to the Convertible Notes [ by the CN Subscriber, which is an indirectly wholly owned subsidiary of Town Health, constitutes a possible
discloseable and connected transaction of Town Health under the GEM Listing Rules. Accordingly the CN Subscription is subject to the approval of
Independent Town Health Shareholders, voting by way of poll at the Town Health EGM under the GEM Listing Rules. The controlling shareholder of
Town Health, Broad ldea International Limited (which is beneficially owned by Mr. Cho Kwai Chee as to 50.1% and Dr. Francis Choi Chee Ming as o
49.9% respectively) and its associates will abstain from voting on the relevant resolution to be proposed at the Town Health EGM for the approval of the
CN Subscription.

WARNING STATEMENT

The Stock Exchange is concerned that the ultimate intention of Starbow and the CN Subscriber is to inject a business into a listed company
which may become under control of the CN Subscriber, The Stock Exchange will closely monitor all future transactions, if any, between Starbow
and the CN Subscriber and may aggregate such transactions and decide whether the reverse takeover rule should apply. The Stock Exchange
may also revisit this matter in the event that there is evidence available to indicate that Starbow is under the control of the CN Subscriber,

Starbow Shareholders and potential investors should note that each of the Share Subscription, the Share Placing, the CN Subscription and the
CN Placing is subject to the fulfilment of a number of conditions precedent, and may or may not proceed. Starbow Shareholders and potential
investors are reminded to exercise caution when dealing in Shares.

Town Health Shareholders and potential investors should note that the CN Subscription is subject to the fulfiltment of a number of conditions
precedent, and may or may not proceed, Town Health Shareholders and potential investors are reminded to exercise caution when dealing in the
shares of Town Health.

GENERAL
Applications will be made by Starbow 1o the Listing Commitiee of the Stock Exchange for the listing of, and permission to deal in, the Placing Shares,
the Subscription Shares and the Conversion Shares falling to be issued upon exercise of the Convertible Notes.

An independent board committee, comprising all of the independent non-executive directors of Starbow namely Mr. Lau Man Tak, Mr, Chun Jay and Mr,
Chan Chi Yuen, has been formed to advise the [Independent Starbow Shareholders in relation to (i) the Share Subscription; (ii) the CN Subscription; (iii)
the CN Placing; and (iv) the Whitewash Waiver. TIS has been appointed as the independent financial adviser 1o advise the independent board committee
of Starbow and the Independent Starbow Sharcholders on (i) the Share Subscription; (ii) the CN Subscription; (iii) the CN Placing: and (iv) the
Whitewash Waiver. The appointment of TIS as the independent financial adviser has been approved by the independent board committee of Starbow.

A circular of Starbow contatning, amongst other things, further details of (i) the Share Subscription; (ii) the CN Subscription; (iii) the CN Placing; (iv)
the Whitewash Waiver; (v} the refreshment of Scheme Mandate Limit; (vi} the proposed change of company’s name; and (vii) the recommendation of the
independent board committee of Starbow to the Independent Starbow Sharcholders and the letter of advice from TIS to the independent board committee
of Starbow in respect of (i) the Share Subscription; (ii) the CN Subscription; (iii) the CN Placing; and {iv) the Whitewash Waiver, will be despatched 10
the Starbow Shareholders as soan as practicable in accordance with the Listing Rules and the Takeovers Code.

An independent board committee of Town Health has been formed to advise the independent sharcholders of Town Health in relation to the CN
Subscription and an independent financial adviser will be appointed as soon as possible to advise the independent board committee and the independent
sharcholders of Town Health in this regard.

A circular of Town Health containing, amongst other things, further details of the CN Subscription, an advice from an independent financial adviser and
a recommendation from the independent board committee of Town Health, together with a notice convening the Town Health EGM will be despatched 1o
the shareholders of Town Health as soon as practicable.

SUSPENSION AND RESUMPTION OF TRADING

At the request of Starbow, trading in the Shares on the Stock Exchange was suspended with effect from 9:30 a.m. on 7 November 2005 pending the
release of this announcement. Application has been made by Starbow for the resumption of trading in the Shares on the Stock Exchange with effect from
9:30 a.m, on 12 December 2005,

At the request of Town Health, trading in the shares of Town Health on the Stock Exchange was suspended with effect from 9:30 a.m. on 7 November
2005 pending the release of this announcement. Application has been made by Town Health for the resumption of trading in its shares on the Stock
Exchange with effect from 9:30 a.m. on 12 December 2005.

BOARD OF DIRECTORS OF STARBOW AND TOWN HEALTH

As at the date of this announcement, the Starbow Board comprises two executive directors, namely Mr, Chi Chi Hung, Keaneth and Mr. Wong Hin Shek,
Hans and three independent non-executive directors namely Mr. Chun Jay, Mr. Chan Chi Yuen and Mr. Lau Man Tak.

As at the date of this announcement, the board of directors of Town Health comprises three exccutive directors, namely Mr. Cho Kwai Chee, Mr, Cho
Kwai Yee, Kevin and Mr. Fung Yiu Tong, Bennet, and three independent non-executive directors namely Mr. Chan Kam Chiu, Mr. Wai Kwok Hung and
Mr. Ho Kwok Wah, George.




DEFINITIONS

The following terms are used in this announcement within the meanings set opposite 1o them;~

*2005 Annual Report”
"associate™
“business day™

“Business Condition™

“Call Notice”

"CN Placing™
“CN Placing Agreement”
“CN Subscriber™ or “Top Act”

“CN Subscription”
"CN Subscription Agreement”

“connected person{s)”
“Convertible Notes”
“Convertible Notes 17

"Convertible Notes 117
“Conversion Shares”

“Executive”
“GEM"
“General Mandate™

“Independent Starbow Shareholders”

“Independent Town Health
Sharcholders™

“Listing Rules”
“Mr. Kevin Cho

“Mr. Siu”

“Placing Agent” or
“Kingston Securities”

“Placing Shares”

“SFC”

“Shares”

“Share Option Scheme™
“Share Placing”

“Share Placing Agreement™

“Share Subscriber” or “Central View"

“Share Subscription™
“Share Subscription Agreement”

“Suarbow”

“Starbow Board”
“Starbow Directors™
“Starbow Group"
“Starbow SGM"

“Starbow Shareholders”
“Stock Exchange”
“Subscribers”
“Subscription Share(s)”
“Takeovers Code™
“TIS™ or “IFA"

the annual report of Starbow for the year ended 31 March 2005
has the meaning ascribed to it under the Listing Rules

a day on which banks in Hong Kong are open for general business other than a Saturday or Sunday or a day on
which a black rainstorm warning or tropical cyclone warning signal number 8 or above is hoisted in Hong
Kong at any time between 9:00 a.m. and 12:00 noon and is not lowered at or before 12:00 noon

the establishment of a centre for carrying on the health check, advanced diagnostic imaging services, day care
observation services and medical laboratory related businesses by Starbow

a written notice given by Starbow upon satisfaction of the Business Condition at any time up to the first
anniversary of the date of the fulfiliment of conditions of the CN Placing Agreement to the Placing Agent o
procure subscribers or itself to subscribe for the balance of any of Convertible Notes Il which are not yet
placed by the Placing Agent under the CN Placing Agreement, up to a maximum amount of HK$12,000,000

the placing by Starbow, through the Placing Agent of the Convertible Notes I of an aggregate principal amount
up to HK$60.000.000 under the CN Placing Agreement

an agreement dated 9 December 2005 entered into between Starbow and the Placing Agent in relation to the
placing of the Convertible Notes 11 of a principal amount up to HK$60,000,000

Top Act Group Limited, a cempany incorporated in British Virgin Islands with limited liability and is an
indirect wholly owned subsidiary of Town Health

the subscription of the Convertible Notes 1 by the CN Subscriber pursuant to the CN Subscription Agreement

an pgreement dated 9 December 2005 entered into between the CN Subscriber and Starbow in relation 1o the
subscription of the Convertible Notes I by Top Act

has the meaning ascribed thereto in the Listing Rules or, as the case may be, the GEM Listing Rules
collectively, the Convertible Notes | and the Convertible Notes 11

convertible notes in the aggregate principal amount of HK$60.000,000 to be issued by Starbow to the CN
Subscriber under the CN Subscription Agreement

convertible notes up to a maximum aggregate principal amount of HK$60,000,000 to be issued by Starbow and
to be placed by the Placing Agent under the CN Placing Agresment

new Shares falling to be allotted and issued upon exercise of the conversion rights attaching o any of the
Convertible Notes

the Executive Director of the Corporate Finance Division of the SFC or any of his delegates
the Growth Enterprise Market of the Stock Exchange

the mandate granted to the Starbow Directors at the annual general meeting of Starbow held on 23 August 2005
1o issuc and allot new Shares under which the Starbow Directors are, as at the date of this Announcement,
authorised to issue and allot up to an aggregate of 176,587,370 new Shares

shareholders of Starbow who are not interested or involved in the Share Subscription, the CN Subscription, the
CN Placing, the Share Placing and the Whitewash Waiver other than solely as shareholders

sharehotders of Town Health who are not interested or involved in the CN Subscription, being shareholders of
Town Health other than Broad Idea International Limited and its associates

the Rules Governing the Listing of Securities on the Stock Exchange

Mr. Cho Kwai Yee, Kevin, who has been an executive director of Town Health since 24 July 2001 and is the
brother of Mr. Cho Kwai Chee. He is being proposed to be appointed as an executive director of Starbow

Mr. Siv Kam Chau, currently an independent non-cxecutive director of Wang On Group Limited, and who is
being proposed to be appointed as an exccutive director of Starbow

Kingston Securities Limited, 2 licensed corporation to carry out business in Type 1 (dealing in sccurities)
regulated activity under the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)

the 176,580,000 Shares to be placed pursuant to the Share Placing Agreement
the Securities and Futures Commission of Hong Keng

shares of a par value of HK$0.01 in the share capital of Starbow

the share option scheme adopted by Starbow on |7 November 2003

the placing of the Placing Shares pursuant to the Share Placing Agreement

an agreement dated 9 December 2005 entered into between Starbow and the Placing Agent pursuant to which
Starbow conditionally agreed to place, through the Placing Agent on a best effort basis, up to 176,580,000 new
Shares

Central View International Limited, a company incorporared in British Virgin Islands with limited liability
which is wholly owned by Ms. Choi Ka Yee, Crystal. Ms. Choi Ka Yee, Crystal, is a davghter of Dr. Francis
Choi Chee Ming. Dr. Francis Choi Chee Ming and Mr. Cho Kwai Chee own 49.9% and 50.1% beneficial
interest in Broad Idea International Limited, the controlling shareholder of Town Health with a 51% shareholding,
respectively, Therefore, Ms. Choi Ka Yee, Crystal being an associate of its substantial shareholder, is a connected
person of Town Health. She is being proposed to be appointed as an executive director of Starbow

the subscription for the Subscription Shares pursuant to the Share Subscription Agreement

an agreement dated 9 December 2005 entered into beiween Starbow and the Share Subscriber pursuant to
which Starbow conditionally agreed to allot and issue 10 the Share Subscriber 100,000,000 new Shares for cash
ot a price of HK$0.038 each

Starbow Holdings Limited, a company incorporated in Bermuda with limited linbility, whose shares are listed
on the Matn Board of the $1ock Exchange

the board of Starbow Directors
the directors of Starbow
Starbow and its subsidiaries

the speciat general meeting of Starbow 10 be convened to approve, among other things, the Share Placing, the
Share Subscription, the CN Placing, ¢he CN Subscription, the refreshment of the scheme mandate limit and the
Whitewash Waiver

shareholders of Starbow

The Stock Exchange of Hong Kong Limited

collectively, the Share Subscriber and the CN Subscriber

the 100,000,000 new Shares to be issued pursuant to the Share Subscription Agreement
the Hong Kong Code on Takeovers and Mergers

T1§ Securities {H.K.) Limited, a licensed corporation to carry on business in Types | (dealing in securities),
Types 2 {dealing in futures contracts), Types 4 (advising on securities), Types 6 (advising on corporate finance)
regulated activities under the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
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“Town Health” Town Health International Holdings Company Limited, a company incorporated in the Cayman Islands with
limited liability, whose shares are listed on GEM

“Town Health Directors™ the directors of Town Health

“Town Health EGM" the extraordinary gencral meeting of Town Health to be convened to approve, among other things, the CN
Subscription

“Whitewash Waiver” the whitewash waiver to be applied for by the Subscribers to the Executive for waiving the obligation of the

Subscribers and pariies acting in concert with each of them to extend a general offer to acquire the issued
Shares (excluding the issued Shares which are owned by the Subscribers and parties acting in concert with each
of them) under Rule 26 of the Takeovers Code arising from the acquisition of the Conversion Shares as a result
of the exercise of the conversion rights attached to the Convertible Notes [ by the CN Subscriber or such
excrcise together with the Share Subscription

“HK$" Hong Kong dollars, the lawTul currency of Hong Kong
" per cent.
By order of the board of directors of By order of the board of directors of
Starbow Holdings Limited Town Health International Holdings Company Limited
Chi Chi Hung, Kenneth Cho Kwai Chee
Chairman Chairman

Hong Kong. 9 December 2005

The Starbow Direciors collectively and individually, and jointly and severally. accept full responsibility, includes particulars given in compliance with
the Takeovers Code and the Listing Rules for the accuracy of the information contained in this announcemeni, other than that relating to Town Health,
and confirm. having made all reasonable enquiries, that 10 the best of their knowledge, opinions expressed in this announcemeni, other than those
relating 1o Town Health, have been arrived at after due and careful consideration and there are no other facts not contained in this announcement the
omission of which would make any statements in this announcement misieading.

The Town Health Directors jointly and severally accep! full responsibility for the accuracy of the infoermation contained in this announcement, other than
that relating 1o the Starbow, and confirm, having made all reasonable enguiries, that to the best of their knowledge, opinions expressed in this
announcemen, other than those relating to Starbow, have been arrived at after due and careful consideration and there are no other facts not contained
in this announcement the omission of which would make any starements in this announcement misieading.

This announcement, for whick the Town Health Directors collectively and individually accepi full responsibility, includes pariiculars given in compliance
with the GEM Listing Rules for the purpose of giving information with regard to Town Health. The Town Health Directors having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief: (i) the information coniained in this announcement is accurate and complete in all
marerial respects and nor misleading,; (ii) there are no other matiers the omission of which would make any statement in this announcement misleading;
and (iii) all epinions expressed in 1his announcement have been arrived at after due and careful consideration and are founded on bases and
assumptions that are fair and reasonable.

This announcement will remain to be published on the page headed "Latest Company Announcement” of the GEM website at hup:/iwww.hkgem.com for
at least 7 days from its date of publication and on the website of Town Health at htip://www.lownhealth.com.

“Please also refer to the published version of this announcement in China Daily.”

- 10 -
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The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent increase in the price and trading volume of the
shares of the Company and wish to state that we are not aware of any
reasons for such increase.

Save for the subscription of convertible nctes; the whitewash, waiver,
subscription of new shares; placing of new shares; placing of convertible
notes; proposed change of name; refreshment of the scheme mandate limit;
and resumption of trading of the Company as set out in the announcement of
the Company dated 9 December 2005, we also confirm that there are no
negotiations or agreements relating to intended acquisitions or
realizations which are discloseable under rule 13.23, neither is the Board
aware of any matter discloseable under the general obligation imposed by
rule 13.09 of the Listing Agreement, which is or may be of a price-
sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans

and three Independent Non-executive Directors namely Mr. Chan Chl Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited

Chi Chi Hung, Kenneth
DPirector

Hong Kong, dated this 12th day of December, 2005"

http://www. hkex. com. hk/1istedco/1listconews/sehk/20051212/LTN2005121... 3/30/2007
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The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent decrease in the price and increase in trading
volume of the shares of the Company and wish to state that we are not
aware of any reasons for such decrease in the price and increase in
trading volume

Save for the subscription of convertible notes; the whitewash, waiver,
subscription of new shares; placing of new shares; placing of convertible
notes; proposed change of name; refreshment of the scheme mandate limit;
and resumption of trading of the Company as set out in the announcement of
the Company dated 9 December 2005, we also confirm that there are no
negotiations or agreements relating to intended acquisitions or
realizations which are discloseable under rule 13.23, neither is the Board
aware of any matter discloseable under the general obligation imposed by
rule 13.09 of the Listing Agreement, which is or may be of a price-
sensitive nature.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directers, namely Mr, Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans

and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order cof the Board
Starbow Heldings Limited

Chi Chi Hung, Kenneth
Director

Hong Kong, dated this 13th day of December, 20035"

http://www. hkex. com. hk/listedco/listconews/sehk/20051213/LTN2005121... 3/30/2007
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STARBOW<00397> - Unusual volume movement

The Stock Exchange has received a message from Starbow Holdings Limited
which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted the recent increase in trading volume of the shares of the
Company and wish to state that we are not aware of any reasons for such
increase.

Save for the subscription of convertible notes; the whitewash waiver,
subscription of new shares; placing ¢f new shares; placing of convertible
notes; proposed change of name; refreshment of the scheme mandate limit;
and resumption of trading of the Company as set out in the announcement of
the Company dated 9 December 2005, we also confirm that there are no
negotiations cr agreements relating to intended acquisitions or
realizaticons which are discloseable under rule 13.23, neither is the Board
aware of any matter discloseable under the general cobligation imposed by
rule 13.09 of the Listing Agreement, which is or may be of a price-~
sensitive nature,.

Made by the order of the Board of Starbow Holdings Limited the directors
of which individually and jointly accept responsibility for the accuracy
of this statement.

At the date of this announcement, the Board comprises two Executive
Directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans
and three Independent Non-executive Directors namely Mr. Chan Chi Yuen,
Mr. Chun Jay and Mr. Lau Man Tak.

By order of the Board
Starbow Holdings Limited
Chi Chi Hung, Kenneth
Director

Hong Kong, dated this 14th day of December, 2005"

http://www. hkex. com. hk/listedco/listconews/sehk/20051214/LTN2005121... 3/30/2007
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Starbow Holdings Limited announced on 21/12/2005:
(stock code: 00397 )

Year end date: 31/03/2006

Currency: HKD

Auditors' Report: N/A

Interim report reviewed by: Audit Committee

(Unaudited )
{(Unaudited } Last
Current Corresponding
Period Period
from 01/04/2005 from 01/04/2004
te 30/09/2005 to 30/09/2004
Note {'0CQC ) {'000 )
Turnover : 1,698 3,064
Profit/{Loss) from Operations : (3,795) {15,133)
Finance cost + (1,651) (1,364)
Share of Profit/(Loss) of
Asscciates : N/A N/A
Share of Profit/({Loss) of
Jointly Controlled Entities : N/A N/A
Profit/ (Loss) after Tax & MI : (5,454) {16,497)
% Change over Last Period : N/A %
EPS/ (LPS)-Basic (in dollars) : {0.0062) {0.0224)
-Diluted (in dollars) ¢ (0.0060) N/A
Extraordinary (ETD) Gain/(Loss) : N/A N/A
Profit/(Loss) after ETD Items ¢ (5,454) (16,497)
Interim Dividend : Nil Nil
per Share
(Specify if with other : N/A N/A
options)

B/C Dates for

Interim Dividend : N/A
Payable Date : N/A
B/C Dates for (=)

General Meeting : N/A
Other Distribution for : N/A

Current Period

B/C Dates for QOther
Distribution : N/A

Remarks:
1. BASIS OF PREPARATION AND ACCOUNTING POLICIES

This unaudited condensed consclidated financial information has
been prepared in accordance with Hong Kong Accounting Standard ("HKAS") 34
"Interim Financial Reporting™ issued by the Hong Kong Institute of

Certified Public Accountants.

This condensed consolidated financial information should be read
in ceniunction with the 2005 annual financial statements.

http://www. hkex. com. hk/listedco/listconews/sehk/20051221/LTN2005122... 3/30/2007




The accounting policies and methods of computation used in the
preparaticn of this condensed consolidated financial information are
consistent with those used in the annual financial statements for the year
ended 31 March 2005 except that the Group has changed certain of its
accounting policies following its adoption of new/ revised Hong Kong
Financial Reporting Standards and Hong Kong Accounting Standards ("new
HKFR5") which are effective for accounting pericds commencing cn or after
1 January 2005.

This interim financial information has been prepared in accordance
with those HKFRS standards and interpretations issued and effective as at
the time of preparing this information. The HKFRS standards and
interpretations that will be applicable at 31 March 2006 including those
that will be applicable on an optional basis, are not known with certainty
at the time of preparing this interim financial information.

2. CHANGES IN ACCOUNTING POLICIES
(a) Effect of adopting new HKFRS

For the six months ended 30 September 2005, the Group adopted the new/
revised HKFRSs below, which are relevant tc its operations. The 2004
comparatives have been restated as required, in accordance with the
relevant requirements.

HKAS 1 Presentation of Financial Statements

HKAS 2 1Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 15 Employee Benefits

EKAS 21 The Effects of Changes in Foreign Exchange Rates
HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements
EKAS 32 Financial Instruments: Disclosure and Presentation
HKAS 33 Earnings Per Share

HKAS 34 Interim Financial Reporting

HKAS 36 Impairment of Assets

HKAS 37 Provisions, Contingent Liabilities and Contingent Assets
HKAS 39 Financial Instruments: Recognition and Measurement
HKFRS 2 Share-based Payments

HKFRS 3 Business Combinations

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 12, 16, 17, 18, 19, 21,
23, 24, 27, 33, 36 and 37 did not result in substantial changes to the

Group's accounting peclicies. In summary:

- HKAS5 1 has affected the presentation of minority interest and
other disclosures;

- HKASs 2, 7, 8, 10, 12, 16, 17, 18, 19, 21, 23, 24, 27, 33, 36 and
37 had no material effect on the Group's policies;

- HKAS 24 has affected the identification of related parties and
some other related party disclosures.

The adopticn of HKASs 32 and 39 has resulted in a change in the accounting

http://www. hkex. com, hk/listedco/listconews/sehk/20051221/LTN2005122... 3/30/2007




policy relating to the classification of financial assets at fair value
through profit and loss and lecans and receivables,

As from 1 January 2005, in accordance with HKAS 39, financial assets are
classified as "financial assets at fair value through preofit or loss", "
available-for-sale financial assets" and "lcans and receivables". The
classification depends on the purpose for which the assets are acquired.
"Financial assets at fair value through profit or loss" and "available-
for-sale financial assets" are carried at fair value with changes in fair
values recognised in the income statement and equity respectively. "Loans
and receivables" consist of secured margin or term loans and other trade
receivables. Secured margin or term loans are recognised and carried at
original contract note or drawdown amount less an allowance for any
uncollectible amounts after taking inteo account the value of each client
account's underlying collateral. Other trade receivables are measured at
amortised cost using the effective interest method.

Until 31 March 2005, investment in securities of the Group were classified
as "other investments". They were stated at fair value or estimated fair
value at the balance sheet date. Any unrealised gains less losses arising
from the valuation of "other investments" at the balance sheet date were
dealt with in the income statement. Upon the adoption of HKAS 32 and HKAS
39, the Group's investment in securities was redesignated as financial
assets at fair value through profit or loss as effective from 1 April
2005. The adoption of HKAS 39 has had no material effect on the Group's
retained earnings.

The adoption of HKFRS 2 has resulted in a change in the accounting pelicy
for share-based payments. In acceordance with the transitional provision
of EKFRS 2, share options granted after 7 November 2002 and were unvested
on 1 April 2005 were expensed retrospectively in the income statement of
the respective periods. As at 1 April 2005, the Group had no option
granted after 7 November 2002 which remain unvested.

HKFRS 3 applies to accounting for business combination for which the
agreement date is on or after 1 January 2005. The adoption of HKFRS 3 has
had no material effect on the Group's results.

211 changes in the accounting policies have been made in accordance with
the transitional provisions in the respective standards. All standards
adopted by the Group require retrcspective application cther than:

- HKAS 39 - does not permit to recognise, derecognise and measure
financial assets and liasbilities in accordance with this standard on a
retrospective basis;

- HKFRS 2 - only retrospective applicaticn for all equity
instruments granted after 7 November 2002 and not vested at 1 April 2005;
and

- HKFRS 3 - prospectively after the adoption date.

3. SEGMENT INFORMATION

Turnover Segment result
Six months ended Six months ended
Business segments 30 September 30 September
2005 2004 2005 2004
HK$'000 HKS$'000 HKS$'00Q HKS'000
By principal activities:
Manufacture and sales
of garment 1,698 1,848 240 (8,248)
Securities investment - 1,216 {2,140) {7,387)

http://www. hkex. com. hk/listedco/listconews/sehk/20051221/LTN2005122. .. 3/30/2007




1,698 3,064 (1,900) (15,635)

Unallocated corporate
expenses and income (1,895) 502

Loss from operations (3,795) (15,133)

Geographical segments
Hong Kong and Mainland China
1,698 3,064 (3,735) (15,133)

4. LCSS FROM OPERATIONS

Six months ended
30 September

2005 2004
HK$'000 HK$' 000
Loss from operations is stated after charging:
Depreciation of owned tangible fixed assets 508 883
Depreciation of tangible fixed assets
held under hire~purchase contracts - 25
Impairment on tangible fixed assets - 7,332
Provision for doubtful debtis 118 -
5. INCOME TAX

No provision for Hong Kong profits tax has been made as there was no
assessable profit derived from or arising in Hong Kong for the period (30
September 2004: Nil}.

The PRC income tax is calculated at the applicable rate on the assessable
profits arising in the PRC for the period (30 September 2004: Nil).

A deferred tax asset has not been recognised in respect of tax losses
available to offset future profits due to the uncertainty of future profit
streams against which the asset can be utilised.

6. INTERIM BIVIDEND

The Board of Directors does not recommend the payment of an interim
dividend for the six months ended 30 September 2005 (30 September 2004:
Nil).

7. LOSS PER SHARE

The calculation of the basic loss per share is based on the net loss for
the period of approximately HK$5,454,000 (30 September 2004: HKS16,497,

http://www. hkex. com. hk/1listedco/1listconews/sehk/20051221/LTN2005122... 3/30/2007




000) and on the weighted average of 882,936,853 {30 September 2004: 735,
796,853) shares in issue during the pericd.

Diluted loss per share is based on 901,594,493 ordinary shares which is
the weighted average number of ordinary shares outstanding during the
period, adjusted for the effects of the vested options ocutstanding during
the periocd.

No diluted loss per share has been presented for the period ended 30

September 2004 as there are no dilutive potential ordinary shares in
issue.

http://www. hkex. com. hk/listedco/listconews/sehk/20091221/LTN2005122... 3/30/2007
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ANNOUNCEMENT OF INTERIM RESULTS e
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2005 - ...,

(incorporated in Bermuda with limited liability)

(Stock Code: 397)

STARBOW HOLDINGS LIMITED _

P ey,

The Board of Directors of Starbow Holdings Limited (“the Company™) anncunces the unaudited consolidated interim results of the
Company and its subsidiaries (collectively, “the Group”) for the six months ended 30 September 2005, together with the comparative
figures for the corresponding period in 2004, These unaudited interim results have not been audited by the Company's auditors, but
have been reviewed by the Audit Committee of the Company.

CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 30 September 2005

Turnover

Cost of sales

Gross profit/(loss)

Other operating income

Unrealised holding loss on other investments
Administrative and operating expenses

Loss from operations
Finance costs

Loss from ordinary activities before taxation
Income tax

Loss from ordinary activities after taxation
Minority interests

Net loss for the period

Loss per share
Basic

Diluted

Notes

CONDENSED CONSOLIDATED BALANCE SHEET

As at 30 Seprember 2005

Non-current asset
Tangible fixed assets

Current assets
Inventories
Trade and other receivables

Financial assets at fair value through profit or loss

Cash and cash equivalents

Less: Current liabilities
Trade and other payables
Amount due to a director
Short-term borrowings

Netf current assets
Total assets less current liabilities

Less: Non-current liabilities
Long-term borrowings

Net assets

Capital and reserves
Share capital
Reserves

Shareholders’ funds

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

For the six months ended 30 Sepiember 2005
(Expressed in Hong Kong dollars}

1. BASIS OF PREPARATION AND ACCOUNTING POLICIES
This unaudited condensed consolidated financial information has been prepared in accordance with Hong Kong Accounting Standard ("HKAS”) 34

“Interim Financial Reporting” issved by the Hong Kong Institute of Certified Public Accountants,

*  For identification purpose only
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Six months ended
30 September

2005

(unaudited)

HK$’000

1,698
(1,458)

240

20
(2,140)
(1,915)
(3,795)
(1,651)
(5,446)
(8)
(5,454)

(5,454)

(0.62) cents
{0.60) cents

30 September
2005
(unaudited)
HK$'000

8,962

2004
(unaudited)
HK$'000

3,064
(3,680}

(616)
2,572

{6.883)

(10,206)

(15,133)
(1.364)
(16.497)

T (6497)
(16,497)

(2.24) cents
N/A

31 March

2005
(audited)
HK3'000

10,991

6
41,859
17,430

2,146

61,441

4,749
23
46,848

51,620
9,821
20,812

20,812

8,829
11,983

20,812




This condensed consclidated financial information should be read in conjunction with the 2005 annual financial statements.
The accounting policies and methods of computation used in the preparation of this condensed consolidated financial information are consistent
with those used in the annual financial statements for the year ended 31 March 2005 except that the Group has changed certain of its accounting
policies following its adoption of new/revised Hong Kong Financial Reporting Standards and Hong Kong Accounting Standards ("new HKFRS")
which are effective for accounting periods commencing on or after 1 January 2005,
This interim financial information has been prepared in accordance with those HKFRS standards and interpretations issued and effective as at the
time of preparing this information. The HKFRS standards and interpretations that will be applicable at 31 March 2006 including those that will be
applicable on an optional basis, are not known with certainty at the time of preparing this interim financial information.
The changes (o the Group's accounting policies and the effect of adopting these new policies are set out in Note 2 below.
CHANGES IN ACCOUNTING POLICIES
(a)  Effect of adopting new HKFRS
For the six months ended 30 September 2005, the Group adopted the new/revised HKFRSs below, which are relevant 1o its operations. The
2004 comparatives have been restated as required, in accordance with the relevant requirements.

HKAS | Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 2] The Effects of Changes in Foreign Exchange Rates
HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements
HKAS 32 Financial [nstruments: Disclosure and Presentation
HKAS 33 Earnings Per Share

HKAS 34 Interim Financial Reporting

HKAS 36 Impairment of Assets

HKAS 37 Provisions, Contingent Liabilities and Contingent Assets
HKAS 39 Financial Instruments: Recognition and Measurement
HKFRS 2 Share-based Payments

HKFRS 3 Business Combinations

The adoption of new/revised HKASs 1, 2. 7, 8, 10, 12, 16, 17, 18, 19, 21, 23, 24, 27, 33, 36 and 37 did not result in substantial changes to
the Group's accounting policies. In summary:

- HKAS | has affected the presentation of minority interest and other disclosures;

- HKASs 2,7, 8,10, 12,16, 17, 18, 19, 21, 23, 24, 27, 33, 36 and 37 had no materia! effect on the Group's policies;

- HKAS 24 has affected the identification of related parties and some other related party disclosures.

The adoption of HKASs 32 and 39 has resulted in a change in the accounting policy relating to the classification of financial assets at fair
value through profit and loss and loans and receivables,

As from 1 January 2005, in accordance with HKAS 39, financial assets are classified as “financial assets at fair value through profit or
loss™, “available-for-sale financial assets” and “loans and receivables”. The classification depends on the purpese for which the assets are
acquired, “Financial assets at fair value through profit or loss” and “available-for-sale financial assets™ are carried at fair value with
changes in fair values recognised in the income statement and equity respectively. “Loans and receivables” consist of secured margin or
term loans and other trade teceivables. Secured margin or term toans are recognised and carried at original contract note or drawdown
amount less an allowance for any uncollectible amounts after taking into account the value of each client account’s underlying cellateral,
Other trade receivables are measured at amortised cost using the effective interest method.

Until 31 March 2005, investment in securities of the Group were classified as “other investments”. They were stated at fair value or
estimated fair value at the balance sheet date. Any unrealised gains less losses arising from the valuation of “other investments” at the
balance sheet date were dealt with in the income statement. Upon the adoption of HKAS 32 and HKAS 39, the Group’s investment in
securities was redesignated as financial assets at fair value through profit or loss as effective from 1 April 2005. The adoption of HKAS 39
has had no material effect on the Group's retained earnings.
The adoption of HKFRS 2 has resulted in a change in the accounting policy for share-based paymenis. In accordance with the transitional
provision of HKFRS 2, share options granted after 7 November 2002 and were unvested on | April 2005 were expensed retrospectively in
the income statement of the respective periods. As at 1 April 2005, the Group had no option granted after 7 November 2002 which remain
unvested.
HKFRS 3 applies to accounting for business combination for which the agreement date is on or after | January 2005, The adoption of
HKFRS 3 has had no material effect on the Group's results.
All changes in the accounting policies have been made in accordance with the transitional provisions in the respective standards. All
standards adopted by the Group require retrospective application other than:
- HKAS 39 — does not permit to recognise, derecognise and measure financial assets and liabilities in accordance with this standard en
a retrospective basis;
- HKFRS 2 - only retrospective application for all equity instruments granted after 7 November 2002 and not vested at | April 2005;
and

- HKFRS 3 — praspectively after the adoption date,

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it 10 a variety of financial risks: foreign exchange risk, credit risk and fair value interest rate risk.

(a)  Foreign exchange risk
The Group is exposed to foreign exchange risk arising from the exposure of various currency against Hong Kong dollars. Foreign exchange
risk arises from future commercial transactions, recognised assets and labilities and net investments in operations in Mainland China.

{b) Credit risk
The Group has no significant concentrations of credis risk. It has policies in place to ensure the sales of products are made to customers
with an appropriate credit history.

(¢}  Fair value interest rate risk
As the Group has no significant interest-bearing assets, the Group's income and operating cash flows are substantially independent of
chonges in morket interest rates.
The Group’s interest rate risk arises from borrowings. Borrowings issued at fixed rates expose the Group te fair value interest rate risk. Av
the period end, all borrowings were at fixed rates.



4, SEGMENT INFORMATION

Turnover Segment result
Six months ended Six months ended
Business segments 30 September 30 September
2005 2004 2005 2004
HK$'000 HKS$'000 HK$000 HK3'000
By principal activities:
Manufacture and sales of garment 1,698 1,848 240 (8,248)
Securities investment - 1,216 (2,140) (7.387)
1,698 3,064 (1,900) (15,635)
Unailocated corporate expenses and income (1,895) 502
Loss from operations (3,795) (15,133
Geographical segments
Hong Kong and Mainland China 1,698 3,064 (3,795) (15,133)

5, LOSS FROM OPERATIONS
Six months ended
30 September

2005 2004
HK$'000 HK§'000

Loss from operations is stated after charging:
Depreciation of owned tangible fixed assets 508 883
Depreciation of tangible fixed assets held under hire-purchase contracts - 25
Impairment on tangible fixed assets - 7,332
Provision for doubtful debts 118 -

6. INCOME TAX
No provision for Hong Kong profits tax has been made as there was no assessable profit derived from or arising in Hong Kong for the period
(30 September 2004: Nil).

The PRC income tax is calculated at the applicable rate on the assessable profits arising in the PRC for the period (30 Scptember 2004: Nil).

A deferred tax asset has not been recognised in respect of tax losses available 1o offset future profits due to the uncertainty of future profit streams
against which the asset can be utilised.

7. INTERIM DIVIDEND
The Board of Directors does not recommend the payment of an interim dividend for the six months ended 30 September 2005 (30 September
2004: Nil).

8. LOSS PER SHARE
The calculation of the basic loss per share is based on the net loss for the period of approximately HK$5.454,000 (30 September 2004:
HK$16,497,000) and on the weighted average of 882,936,853 (30 September 2004: 735,796,853} shares in issue during the period.

Diluted loss per share is based on 901,594,493 ordinary shares which is the weighted average number of ordinary shares outstanding during the
period, adjusted for the effects of the vested options cutstanding during the period.

No diluted loss per share has been presented for the period ended 30 September 2004 as there are no dilutive potential ordinary shares in issue.

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

The unaudited net loss of the Group for the six months ended 30 September 2005 amounted to approximately HK$5,454,000 which
was HK$11,043,000 less than that of the corresponding period of last year. During the interim period, the Group is mainly engaged in
the manufacturing business which was not performing well. The Group is seeking different measures, such as to explore new markels
and product lines, and to review the production efficiency, so as to improve the overall performance of the business.

Future Business Prospects and Plans

In addition to continuing its effort on the business of the manufacturing and sales of garment and securities trading, the Group has
been actively seeking opportunities in potential developments in other businesses. In December, 2005 the Group entered into a
conditional convertible notes subscription agreement with a reputable medical group in Hong Kong, a conditionzl share subscription
agreement and a conditional share placing agreement to raise new sources of funds. The proceeds will be used for the establishment of
a new centre for the provision of health check, advanced diagnostic imaging services, day care observation services and medical
laboratory related services (the “Health Check Cenure™) in Hong Kong (Please refer to announcement of the Company dated 9
December 2005 for the details of the convertible notes subscription agreement).

The Health Check Centre will be a one-stop health check center to provide from ordinary laberatory testing to advanced diagnostic
health check services. It also provides comfortable place for day care observation and deluxe rooms for health care talks, The Health
Check Centre will be equipped with advanced health check and diagnostics imaging machines such as 3T MRI System, 64 CT
Scanner, PET/CT Scanner, etc.

After the outbreak of the SARS epidermis in 2003, the general public has increased the health consciousness and is willing to spend
more on health precaution and medical treatment. Especially for the health check services, the public medical sector could only
provide limited services to the general public. Most of the health check exercises have to be performed by the private medical sector.
This results in a significant demand and prosperous market for health check services in the private medical sector in Hong Kong. The
successful establishment of the Health Check Centre will surely bring in new driving force and meaningful contribution to the Group’s
operation.

Liquidity, Financial Resources and Funding

As at 30 September 2005, shareholders’ fund and net current assets of the Group amounted to approximately HK$15,358,000 and
HK$13,471,000 respectively. On the same date, the Group had cash and bank balance of approximately HK$846,000. The Group’s
gearing ratio, calculated on the basis of the Group's total liabilities over total shareholders’ funds as at 30 September 2005 is 2.45.

Owing to the continuous losses incurred by the Group, the Group experienced shortage of working capital to run its operation. To
alleviate the tight liquidity position faced by the Group, in December 2005, the Group entered into a few fund raising agreements,
including a conditional share subscription agreement, a conditional share placing agreement, a conditional convertible notes subscription
agreement and convertible notes placing agreement, further details of which are set out in the announcement of the Company dated 9
December 2005.

Significant Investments and Material Acquisitions/Disposals
There is no significant investment and material acquisition/disposal made during the reporting period.




Employees
The Group employed approximately 3 staff in Hong Kong and approximately 150 staff in the PRC at the interim reporting date.

Total staff cost (excluding directors’ emoluments) amounted to approximately HK$533,000 for the period under review. The Group's
remuneration packages are generally structured by reference to market terms and individual merits. Salaries are normally reviewed on
annual basis based on performance appraisals and other relevant factors.

ADDITIONAL INFORMATION REQUIRED BY THE LISTING RULES

DIRECTORS' AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN SECURITIES

(1) Interest and short positions in shares and underlying shares of the Company
At 30 September 2005, none of the directors or chief executives, nor their respective associates had any interest or short position
in any shares, underlying shares or debentures of the Company or any of its associated corporation as recorded in the register
maintained by the Company pursuant to Section 352 of the Securities and Futures Ordinance, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited pursuant to the Model Code for Securities Transactions by Directors
of Listed Companies.

(11} Share options
The Company adopted a share option scheme on 17 November 2003, for the primary purpose of providing incentives to directors
and eligible grantees. Under the share option scheme, the Company may grant options to eligible grantees, including directors of
the Company and its subsidiaries, to subscribe for shares in the Company.

No share options were granted, exercised, cancelled or lapsed under the share option scheme during the six months ended 30
September 2005.

DIRECTORS’ RIGHT TO ACQUIRE SHARES AND DEBENTURES

Save as disclosed under the section headed “DIRECTORS® AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN
SECURITIES™, at no time during the period was the Company or any of its associated corporations a party to any arrangement to
enable the directors or chief executives of the Company to acquire benefits by means of the acquisition of shares in, or underiying
shares in, or debentures of, the Company or any other body corporate, and none of the directors or chief executives, nor any of their
spouses or children under the age of |8, had any rights to subscribe the securities of the Company, or had exercised any such rights
during the period.

SUBSTANTIAL SHAREHOLDERS

As at 30 September 2005, the register of substantial shareholders maintained by the Company pursuant to section 336 of the SFO
shows that, the following shareholders had notified the Company of relevant interests and short positions in the issued share capital of
the Company:

Percentage of
Number of  the issued share capital

Shareholders Capacity ordinary shares held of the Company
Wong King Shiu, Daniel Beneficial owner 90,306,000 Shares 10.23%
Great Sense Limited {Note 1) Beneficial owner 87,460,000 Shares 991%
Tsang Chin Ming Held by controlled corporation 87,460,000 Shares 591%
Notes:

1. Great Sense Limited is wholly owned by Tsang Chiu Ming and Tsang Chiu Ming is accordingly taken to have an interest in the 87,460,000 Shares
in which Great Sense Limited is interested under the 5FO.

Other than as disclosed above, the Company has not been notified of any other relevant interests or short positions in the issued share
capital of the Company as at 30 September 20035.

INTERIM DIVIDEND
The Directors do not recommend the payment of an interim dividend for the six months ended 30 September 2005 (2004: Nil).

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES
During the six months ended 30 September 2005, neither the Company nor its subsidiaries has purchased, sold or redeemed any of the
Company’s listed securities.

CORPORATE GOVERNANCE PRACTICES

Audit Committee

The Company has established an audit committee with written terms of reference in compliance with C.3.3 as set out in Appendix 14
of the Listing Rules. The primary duties of the audit committee are to review and supervise the financial reporting and internal control
procedures of the Group. The audit committee comprises three members namely Mr. Lau Man Tak, Mr. Chun Jay and Mr. Chan Chi
Yuen who are independent non-executive directors of the Company.

Remuneration Committee

According to the code provision B.1.1 of the Code, the Company should establish a remuneration committee with a majority of the
members thereof being independent non-executive directors. It is scheduled that the remuneration committee will be formed prior to
31 March 2006. A specific written terms of reference which deal clearly with the authority and duties of the remuneration commitiee
will be adopted in accordance with the requirements as set out in the code provision B.1.3 of the Code.

Model Code for Securities Transactions by Directors

The Company has adopted a code of conduct on terms no less exacting than the required standards of the model code for securities
transactions by Directors set out in Appendix 10 of the Listing Rules. The Company confirms that, having made specific enquiry of al}
Directors, all Directors confirmed that they have complied with the required standard of dealings as set out therein.

Compliance with the Code on Corporate Governance Practices

None of the Directors is aware of any information that would reasonably indicate that the Group is not, or was not for any part of the
accounting period covered by this interim resulis announcement in compliance with the code provisions of the code on Corporate
Governance Practices as set out in Appendix 14 of the Listing Rules except the following:

1. The Board is in the opinion that Mr. Chi Chi Hung, Kenneth assumes the roles of both Chairman and chief executive officer of
the Company due to his strong leadership and management experience.

2. The independent non-executive Directors of the Company are not appointed for specific terms but are subject to retirement by
rotation in accordance with the Company's Bye-law.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the appropriateness and consistent application of significant accounting principles
and policies adopted by the Group, and discussed judgemental issues, accounting estimates, adequacy of disclosures and internal
consistency of the interim financial report for the six months ended 30 September 2005,

~4-




PUBLICATION OF INTERIM RESULTS ON THE STOCK EXCHANGE’S WEBSITE

The Company's 2005 interim report which sets out all the information required by paragraphs 46(1) to (6) inclusive in Appendix 16 of
the Listing Rules will be available for publication on the website of The Stock Exchange of Hong Keng Limited
(http://fwww.hkex.com.hk) in due course.

By order of the Board
Chi Chi Hung, Kenneth
Chairman
Hong Kong, 21 December 2005

As a1 the date of this announcement, the Board comprises two executive directors, namely Mr. Chi Chi Hung, Kenneth and Mr. Wong
Hin Shek, Hans and three independent non-executive directors namely Mr. Chun Jay, Mr. Chan Chi Yuen and Mr. Lau Man Tak.

“Please also refer to the published version of this announcement in China Daily.”
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MANAGEMENT COMMENTARY

The Board of Directors of Starbow Holdings Limited (“the Company”) announces
the unaudited consolidated interim results of the Company and its subsidiaries
(collectively, “the Group”) for the six months ended 30 September 2005, together
with the comparative figures for the cerresponding period in 2004. These unaudited
interim results have not been audited by the Company’s auditors, but have been
reviewed by the Audit Committee of the Company.

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

The unaudited net loss of the Group for the six months ended 30 September 2005
amounted to approximately HK$5,454,000 which was HK$11,043,000 less than that
of the corresponding period of last year. During the interim period, the Group is
mainly engaged in the manufacturing business which was not performing well.
The Group is seeking different measures, such as to explore new markets and
product lines, and to review the production efficiency, so as to improve the overall
performance of the business.

Future Business Prospects and Plans

In addition to continuing its effort on the business of the manufacturing and
sales of garment and securities trading, the Group has been actively seeking
opportunities in potential developments in other businesses. In December, 2005
the Group entered into a conditional convertible notes subscription agreement
with a reputable medical group in Hong Kong, a conditional share subscription
agreement and a conditional share placing agreement to raise new sources of
funds. The proceeds will be used for the establishment of a new centre for the
provision of health check, advanced diagnostic imaging services, day care
observation services and medical laboratory related services (the “Health Check
Centre”) in Hong Kong (Please refer to announcement of the Company dated 9
December 2005 for the details of the convertible notes subscription agreement},

The Health Check Centre will be a one-stop health check center to provide from
ordinary laboratory testing to advanced diagnostic health check services. It also
provides comfortable place for day care observation and deluxe rooms for health
care talks. The Health Check Centre will be equipped with advanced health check
and diagnostics imaging machines such as 3T MRI System, 64 CT Scanner, PET/CT
Scanner, etc.
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After the outbreak of the SARS epidermis in 2003, the general public has increased
the health consciousness and is willing to spend more on health precaution and
medical treatment. Especially for the health check services, the public medical
sector could only provide limited services to the general public. Most of the healih
check exercises have to be performed by the private medical sector. This results
in a significant demand and prosperous market for health check services in the
private medical sector in Hong Kong. The successful establishment of the Health
Check Centre will surely bring in new driving force and meaningful contribution
to the Group's operation.

Liquidity, Financial Resources and Funding

As at 30 September 2005, shareholders’ fund and net current assets of the Group
amounted to approximately HK$15,358,000 and HK$13,471,000 respectively. On
the same date, the Group had cash and bank balance of approximately HK$846,000.
The Group's gearing ratio, calculated on the basis of the Group’s total liabilities
over total shareholders’ funds as at 30 September 2005 is 2.49.

Owing to the continuous losses incurred by the Group, the Group experienced
shortage of working capital to run its operation. To alleviate the tight liquidity
position faced by the Group, in December 2005, the Group entered into a few
fund raising agreements, including a conditional share subscription agreement, a
conditional share placing agreement, a conditional convertible notes subscription
agreement and convertible notes placing agreement, further details of which are
set out in the announcement of the Company dated 9 December 2005.

Significant Investments and Material Acquisitions/Disposals
There is no significant investment and material acquisition/disposal made during
the reporting period.

Employees
The Group employed approximately 3 staff in Hong Kong and approximately 150
staff in the PRC at the interim reporting date.

Total staff cost (excluding directors’ emoluments) amounted to approximately
HK$533,000 for the period under review. The Group's remuneration packages are
generally structured by reference to market terms and individual merits. Salaries
are normally reviewed on annual basis based on performance appraisals and other
relevant factors.
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ADDITIONAL INFORMATION REQUIRED BY THE LISTING
RULES

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND
SHORT POSITIONS IN SECURITIES

(I) Interest and short positions in shares and underlying shares of the
Company
At 30 September 2005, none of the directors or chief executives, nor their
respective associates had any interest or short position in any shares,
underlying shares or debentures of the Company or any of its associated
corporation as recorded in the register maintained by the Company pursuant
to Section 352 of the Securities and Futures Ordinance, or as otherwise
notified to the Company and The Stock Exchange of Hong Kong Limited
pursuant to the Model Code for Securities Transactions by Directors of Listed
Companies.

(II) Share options
The Company adopted a share option scheme on 17 November 2003, for the
primary purpose of providing incentives to directors and eligible grantees.
Under the share option scheme, the Company may grant options to eligible
grantees, including directors of the Company and its subsidiaries, to subscribe
for shares in the Company.

No share options were granted, exercised, cancelled or lapsed under the share
option scheme during the six months ended 30 September 2005.

DIRECTORS’' RIGHT TO ACQUIRE SHARES AND
DEBENTURES

Save as disclosed under the section headed “DIRECTORS' AND CHIEF
EXECUTIVES' INTERESTS AND SHORT POSITIONS IN SECURITIES", at no time
during the period was the Company or any of its associated corporations a party
to any arrangement to enable the directors or chief executives of the Company to
acquire benefits by means of the acquisition of shares in, or underlying shares in,
or debentures of, the Company or any other body corporate, and none of the
directors or chief executives, nor any of their spouses or children under the age of
18, had any rights to subscribe the securities of the Company, or had exercised
any such rights during the period.
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SUBSTANTIAL SHAREHOLDERS

As at 30 September 2005, the register of substantial shareholders maintained by
the Company pursuant to section 336 of the SFO shows that, the following
shareholders had notified the Company of relevant interests and short positions
in the issued share capital of the Company:

Percentage of the

Number of 1issued share capital

Shareholders Capacity ordinary shares held of the Company
Wong King Shiu, Daniet Beneficial owner 90,306,000 Shares 10.23%
Great Sense Limited (Note (1)) Beneficial owner 87,460,000 Shares 9.91%
Tsang Chiu Ming Held by controlled 87,460,000 Shares 9.91%

corporation

Note:

1. Grear Sense Limited is wholly owned by Tsang Chiu Ming and Tsang Chiu Ming is
accordingly taken to have an interest in the 87,460,000 Shares in which Great Sense
Limited is interested under the SFO.

Other than as disclosed above, the Company has not been notified of any other
relevant interests or short positions in the issued share capital of the Company as
at 30 September 2005.

INTERIM DIVIDEND

The Directors do not recommend the payment of an interim dividend for the six
months ended 30 September 2005 {(2004: Nil).

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
LISTED SECURITIES

During the six months ended 30 September 2005, neither the Company nor its
subsidiaries has purchased, sold or redeemed any of the Company's listed
securities.
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CORPORATE GOVERNANCE PRACTICES

Audit Committee

The Company has established an audit committee with written terms of reference
in compliance with C.3.3 as set out in Appendix 14 of the Listing Rules. The primary
duties of the audit committee are to review and supervise the financial reporting
and internal control procedures of the Greup. The audit committee comprises
three members namely Mr. Lau Man Tak, Mr. Chun Jay and Mr. Chan Chi Yuen
who are independent non-executive directors of the Company.

Remuneration Committee

According to the code provision B.1.1 of the Code, the Company should establish
a remuneration committee with a majority of the members thereof being
independent non-executive directors. It is scheduled that the remuneration
committee will be formed prior to 31 March 2006. A specific written terms of
reference which deal clearly with the authority and duties of the remuneration
committee will be adopted in accordance with the requirements as set out in the
code provision B.1.3 of the Code.

Model Code for Securities Transactions by Directors

The Company has adopted a code of conduct on terms no less exacting than the
required standards of the model code for securities transactions by Directors set
out in Appendix 10 of the Listing Rules. The Company confirms that, having made
specific enquiry of all Directors, all Directors confirmed that they have complied
with the required standard of dealings as set out therein.

Compliance with the Code on Corporate Governance Practices

None of the Directors is aware of any information that would reasonably indicate
that the Group is not, or was not for any part of the accounting period covered by
this interim results announcement in compliance with the code provisions of the
code on Corporate Governance Practices as set out in Appendix 14 of the Listing
Rules except the following:

1. The Board is in the opinion that Mr. Chi Chi Hung, Kenneth assumes the
roles of both Chairman and chief executive officer of the Company due to his
strong leadership and management experience.

2, The independent non-executive Directors of the Company are not appointed
for specific terms but are subject to retirement by rotation in accordance
with the Company’s Bye-law.
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AUDIT COMMITTEE

The Audit Committee has reviewed with management the appropriateness and
consistent application of significant accounting principles and policies adopted
by the Group, and discussed judgemental issues, accounting estimates, adequacy
of disclesures and internal consistency of the interim financial report for the six
months ended 30 September 2005,

PUBLICATION OF INTERIM RESULTS ON THE STOCK
EXCHANGE’'S WEBSITE

The Company's 2005 interim report which sets out all the information required by
paragraphs 46(1) to (6) inclusive in Appendix 16 of the Listing Rules will be
available for publication on the website of The Stock Exchange of Hong Kong
Limited {(http://www.hkex.com.hk) in due course.
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CONDENSED CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2005
Six months ended
30 September
2005 2004
(unaudited) (unaudited)
Notes HK$’000 HK$'000
Turnover 4 1,698 3,064
Cost of sales (1,458) (3,680)
Gross profit/{loss) 240 (616)
Other operating income 20 2,572
Unrealised holding loss on other investments (2,140) (6,883)
Administrative and operating expenses (1,915) {10,206)
Loss from operations 5 {3,795) (15,133)
Finance costs {1,651) (1,364)
Loss from ordinary activities before taxation (5,446} (16,497}
Income tax 6 (8) -
Loss from ordinary activities after taxation (5,454) (16,497)
Minority interests - -
Net loss for the period (5,454) (16,497)
Loss per share
Basic 8 {0.62) cents (2.24) cents
Diluted 8 {0.60) cents N/A
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CONDENSED CONSOLIDATED BALANCE SHEET

AS AT 30 SEPTEMBER 2005
30 September 31 March
2005 2005
{unaudited) (audited)
Notes HK$'000 HK$'000
Non-current asset
Tangible fixed assets 8,962 10,991
Current assets
Inventories - 6
Trade and other receivables 9 28,533 41,859
Financial assets at fair value through
profit or loss 15,290 17,430
Cash and cash equivalents 846 2,146
44,669 61,441
Less: Current liabilities
Trade and other payables 10 3,946 4,749
Amount due to a director 1 - 23
Short-term borrowings 12 27,252 46,848
31,198 51,620
Net current assets 13,471 9,821
Total assets less current liabilities 22,433 20,812
Less: Non-current liabilities
Long-term borrowings 12 7,075 -
Net assets 15,358 20,812
Capital and reserves
Share capital 13 8,829 8,829
Reserves 6,529 11,983
Shareholders’ funds 15,358 20,812
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2005
Retained
Capltal earnings/
Share Share  redemption  Contributed (accumulated
capital premium reserve surplus losses) Total
HK$'000 HKS$'000 HK$'000 HK$'000 HKS$'000 HK$'000
Asat | April 2004 13,580 270,774 61 110,578 (#12,636) 43157
Adjustments arising from
the capital reduction {66,222) - - 66,222 - -
Adjustments arising from
share premiun cancellation - {270,7174) - 270,774 - -
Transfer to set off
accumulated Josses - - - (412,636) 412,636 -
Net loss for the period - - - - (16,497) {16,497}
As a1 30 September 2004 7,358 - 861 34938 (16,497} 26,660
Adjustments arising from
share premium cancellation - {444) - 444 - -
Transfer to set off
accumulated losses - - - {136,468) 136,468 -
New issue of shares by way
of private placement in
November 2004 1471 5,150 - - - 6,621
Share issue expenses - (197) - - - (197
Net loss for the period - - - - {12,212) (12212)
As at 31 March 2005 8,829 4,509 861 (101,086} 107,693 20,812
Net loss for the periad - - - - (5454) (5:454)
As at 30 September 2003 8,829 4,509 861 (101,086) 102,245 15358
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2005

Six months ended
30 September
2005 2004
{(unaudited) (unaudited)
HK$’000 HK$'000
Net cash generated from/(used in) operating activities 11,301 (18,640)
Net cash from investing activities - 140
Net cash (used in)/generated from financing activities (12,601} 4,057
Net decrease in cash and cash equivalents (1,300} (14,443)
Cash and cash equivalents at 1 April 2,148 15,157
Cash and cash equivalents at 30 September
representing cash and bank balances 846 714
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2005

(EXPRESSED IN HONG KONG DOLLARS)

1.

Basis of Preparation and Accounting Policies

This unaudited condensed consolidated financial information has been prepared
in accordance with Hong Kong Accounting Standard ("HKAS") 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified Public
Accountants,

This condensed consolidated financial information should be read in conjunction
with the 2005 annual financial statements.

The accounting policies and methods of computation used in the preparation of
this condensed consolidated financial information are consistent with those used
in the annual financial statements for the year ended 31 March 2005 except that
the Group has changed certain of its accounting policies following its adoption of
new/ revised Hong Kong Financial Reporting Standards and Hong Kong Accounting
Standards (“new HKFRS") which are effective for accounting periods commencing
on or after 1 January 2005.

This interim financial information has been prepared in accordance with those
HKFRS standards and interpretations issued and effective as at the time of
preparing this information. The HKFRS standards and interpretations that will be
applicable at 31 March 2006 including those that will be applicable on an optional
basis, are not known with certainty at the time of preparing this interim financial
information.

The changes to the Group's accounting policies and the effect of adopting these
new policies are set out in Note 2 below.
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2. Changes in Accounting Policies
(a) Effect of adopting new HKFRS
Fer the six months ended 30 September 2005, the Group adopted the
new/revised HKFRSs below, which are relevant to its operations. The 2004
comparatives have been restated as required, in accordance with the relevant
reguirements.

HKAS1  Presentation of Financial Statements

HKAS2  Inventories

HKAS 7  Cash Flow Statements

HKAS 8  Accounting Policies, Changes in Accounting Estimates and Errors
HKAS$ 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 16  Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19  Employee Benefits

HKAS 21  The Effects of Changes in Foreign Exchange Rates
HKAS 23  Borrowing Costs

HKAS 24  Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements
HKAS 32  Financial Instruments: Disclosure and Presentation
HKAS 33 Earnings Per Share

HKAS 34 Interim Financial Reporting

HKAS 36 Impairment of Assets

HKAS 37  Provisions, Contingent Liabilities and Contingent Assets
HKAS 39 Financial Instruments: Recognition and Measurement
HKFRS2 Share-based Payments

HKFRS3 Business Combinations

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 12, 16, 17, 18, 18, 21, 23, 24,
27, 33, 36 and 37 did not result in substantial changes to the Group's
accounting policies. In summary:

- HKAS 1 has affected the presentation of minority interest and other
disclosures;

- HKASs2,7,8,10,12,186,17,18, 19, 21, 23, 24, 27, 33, 36 and 37 had no
material effect on the Group’s policies;

- HKAS 24 has affected the identification of related parties and some other
related party disclosures.
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The adoption of HKASs 32 and 39 has resulted in a change in the accounting
policy relating to the classification of financial assets at fair value through
profit and loss and loans and receivables.

As from 1 January 2005, in accordance with HKAS 39, financial assets are
classified as “financial assets at fair value through profit or loss”, “available-
for-sale financial assets” and “loans and receivables”. The classificatien
depends on the purpose for which the assets are acquired. “Financial assets
at fair value through profit or loss” and "avaitable-for-sale financial assets”
are carried at fair value with changes in fair values recognised in the income
statement and equity respectively. “Loans and receivables” consist of secured
margin or term loans and other trade receivables. Secured margin or term
loans are recognised and carried at original contract note or drawdown
amount less an allowance for any uncollectible amounts after taking into
account the value of each client account’s underlying collateral. Other trade
receivables are measured at amortised cost using the effective interest
method.

Until 31 March 2005, investment in securities of the Group were classified as
“other investments”. They were stated at fair value or estimated fair value at
the balance sheet date. Any unrealised gains less losses arising from the
valuation of “other investments” at the balance sheet date were dealt with in
the income statement. Upon the adoption of HKAS 32 and HKAS 39, the
Group's investment in securities was redesignated as financial assets at fair
value through profit or loss as effective from 1 April 2005. The adoption of
HKAS 39 has had no material effect on the Group’s retained earnings.

The adoption of HKFRS 2 has resulted in a change in the accounting policy
for share-based payments. In accordance with the transitional provision of
HKFRS 2, share options granted after 7 November 2002 and were unvested
on 1 April 2005 were expensed retrospectively in the income statement of the
respective periods. As at 1 April 2005, the Group had no option granted after
7 November 2002 which remain unvested.

HKFRS 3 applies to accounting for business combination for which the
agreement date is on or after 1 January 2005. The adoption of HKFRS 3 has
had no material effect on the Group's results.

All changes in the accounting policies have been made in accordance with
the transitional provisions in the respective standards. All standards adopted
by the Group require retrospective application other than:

- HKAS 39 - does not permit to recognise, derecognise and measure
financial assets and liabilities in accordance with this standard on a
retrospective basis;
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—~  HKFRS 2 - only retrospective application for all equity instruments
granted after 7 November 2002 and not vested at 1 April 2005; and

-~ HKFRS 3 - prospectively after the adoption date.

Financial Risk Management
The Group's activities expose it to a variety of financial risks: foreign exchange risk,
credit risk and fair value interest rate risk.

(a)

(b)

(c)

Foreign exchange risk

The Group is exposed to foreign exchange risk arising from the exposure of
various currency against Hong Kong dollars. Foreign exchange risk arises from
future commercial transactions, recognised assets and liabilities and net
investments in operations in Mainland China.

Credit risk

The Group has no significant concentrations of credit risk. It has policies in
place to ensure the sales of products are made to customers with an
appropriate credit history.

Fair value interest rate risk

As the Group has no significant interest-bearing assets, the Group’s income
and operating cash flows are substantially independent of changes in market
interest rates.

The Group’s interest rate risk arises from borrowings. Borrowings issued at
fixed rates expose the Group to fair value interest rate risk. At the period end,
all berrowings were at fixed rates.
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Segment Information
Turnover Segment result
Six months ended $ix months ended
Business segments 30 September 30 September
2005 2004 2003 2004
HK$'000 HK$'000 HK$'000 HK$'000
By principal activities:
Manufacture and sales of
garment 1,698 1,848 240 (8,248)
Securities investment - 1,216 (2,140) (7,387)
1,698 3,064 (1,900) (13,635)
Unallocated corporate
expenses and income (1,895) 502
Loss from operations (3,795) (15,133)
Geographical segments
Hong Kong and
Mainland China 1,698 3,064 (3,795) {15,133)
Loss from QOperations
Six months ended
30 September
2005 2004
HK$'000 HK$'000
Less from operations is stated after charging:
Depreciation of owned tangible fixed assets 508 883
Depreciation of tangible fixed assets held
under hire-purchase contracts - 25
Impairment on tangible fixed assets - 7,332
Provision for doubtful debts 118 -
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Income Tax

No provision for Hong Kong profits tax has been made as there was no
assessable profit derived from or arising in Hong Kong for the period (30
September 2004; Nil).

The PRC income tax is calculated at the applicable rate on the assessable
profits arising in the PRC for the pericd (30 September 2004: Nil),

A deferred tax asset has not been recognised in respect of tax losses available
to offset future profits due to the uncertainty of future profit streams against
which the asset can be utilised.

Interim Dividend

The Board of Directors does not recommend the payment of an interim
dividend for the six months ended 30 September 2005 (30 September 2004:
Nil).

Loss Per Share

The calculation of the basic loss per share is based on the net loss for the
period of approximately HK$5,454,000 (30 September 2004: HK$16,497,000)
and on the weighted average of 862,936,853 (30 September 2004: 735,796,853)
shares in issue during the period.

Diluted loss per share is based on 901,594,493 ordinary shares which is the
weighted average number of ordinary shares outstanding during the period,
adjusted for the effects of the vested options outstanding during the period.

No diluted loss per share has been presented for the period ended 30
September 2004 as there are no dilutive potential ordinary shares in issue.
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9. Trade and Other Receivables
Included in trade and other receivables are trade debtors and their ageing
analysis as at 30 September 2005 is as follows:

30 September 31 March
2005 2005
HK$'000 HK$'000
Trade receivables, with ageing analysis:

0 - 60 days 175 508
61 - 90 days 5 70
Over 90 days 124 80
Total trade receivables (Note (1)) 304 658

QOther debtors, deposits and prepayments
{Note (ii}) 28,229 41,201
28,533 41,859

Notes:

(i)

(it)

Credit is offered to customers following financial assessment and based on
established payment record. Credit limits are set for individual customers and
these are exceeded only with the approval of senior officials of the Group. Senior
staff of the Group monitor trade debts and follow up collections periodically.
General credit terms are payment by the end of the month following the month
in which sales took place.

Included in other debtors, deposits and prepayments as at 30 September 2005 is
an amount of approximately HK$26,412,000 (at 31 March 2005: HK$41,005,000)
due from L ;8 % £ 8 W 5 B 2 7, an independent third party. The amount is
unsecured, interest-free and due for repayment before the end of the year 2005.
The Directors consider that the amount to be fully recoverable, no provision has
been made as at 30 September 2005,
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10. Trade and Other Payables
Included in trade and other payables are trade creditors and their ageing
analysis as at 30 September 2005 is as follows:

30 September 31 March
2005 2005
HK$'000 HK$'000

Trade payables, with ageing analysis:
0 - 60 days 172 72
61 -90 days - 34
Over 90 days 813 1,542
Total trade payables 985 1,648
Other payables and accruals 2,961 3,101
3,946 4,749

11. Amount due to a Director
The amount due was unsecured, interest-free and had no fixed term of
repayment.
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12. Short-term and Long-term Borrowings

30 September 31 March
2005 2005
HK$000 HK$'000
Bank loans (Note (i)} 34,097 46,698
Other loan (Note (ii)) 230 150
34,327 46,848

As at 30 September 2005, the borrowings

were repayable as follows:

Not wholly repayable within five years - -
Wholly repayable within five years 34,327 46,848
34,327 46,848
Less: Amount repayable within one year (27,252) (46,848)
7,075 -

Notes:

(i) The bank leans included (a) an amount of RMB10,000,000 (equivalent to
approximately HK$9,434,000) which is unsecured, interest bearing at 6.696% per
annum and repayable in June 2006; (b) an amount of RMB10,000,000 (equivalent
to approximately HK$9,434,000) which is unsecured, interest bearing at 6.696%
per annum and repayable in August 2006; (¢) an amount of RMBB8,643,000
{equivalent to approximately HK$8,154,000) which is unsecured, interest bearing
at 5.742% per annum and repayable in June 2006; and {d) an amount of
RMB7,500,000 (equivalent to approximately HK$7,075,000) which is unsecured,
interest bearing at 5.742% per annum and repayable in December 2008.

(ii) The other loan is unsecured, interest free and repayable on demand.
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13. Share Capital

Number of shares Total value
30 September 31 March | 30 September 31 March
2005 2005 2005 2005
('000) {'000) HK$'000 HK$000
Authorised:
Ordinary shares of HK$0.01 each
At beginning of period/year 30,000,000 30,000,000 300,000 300,000
Capital reduction (Note (a)) - - - (270,000)
Share subdivision (Note (a)) - 27,000,000 - 270,000
Share consolidation {Nove (a) - (27.000,000} - -
At end of period/year 30,000,000 30,000,000 300,000 300,000
Issued and fully paid:
Ordinary shares of HK$0.01 each
At beginning of peried/year 882,937 7,357,969 8,829 73,580
Capital reduction (Note (a)) - - - (66,222)
Share consolidation (Note {a)) - (6,622,172) - -
New issue of shares by way of
private placement in
November 2004 (Note (b)) - 147,140 - 1,471
At end of period/year 882,937 882,937 8,829 8,829

Notes:
(a) Pursuant to the resolutions passed by the shareholders of the Company at a special
general meeting held on 3 May 2004, it was resolved that:

(i)  the nominal value of all issued shares of the Company of HK$0.01 each was
reduced by HK$0.009 each by canceling an equivalent amount of paid up
capital per share so that the nominal value of each share was reduced from
HK$0.01 to HK$0.001 (“Capiral Reduction”) resulting in the reduction of issued
share capital of the Company by approximately HK$66,222,000 from
HK$73,580,000 to HK$7,358,000. The credit arising from the Capital Reduction
was credited to the contributed surplus account of the Company;
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)

(if) each authorised but unissued share was subdivided (“Share Subdivision™) into
10 shares of HK$0.001 each;

(iii) every 10 shares of HK$0.001 each created from the Capital Reduction and
Share Subdivision were consolidated into 1 consolidated share of HK$0.01
each (“Share Consolidation”);

(iv} the credit standing to the share premium account of the Company was
cancelled and the credit arising was credited to the coniribution surplus
account of the Company; and

(v} the amount which arise as a result of the Capital Reduction and credited to
the contributed surplus account of the Company together with the balance
already standing in the contributed surplus account of the Company was set
off against the accumulated losses of the Company.

On 30 November 2004, the Company announced that it had entered into a placing
agreement with a placing agent, Pursuant (o the placing agreement, the Company
has conditionally agreed to place, through the placing agent on a fully underwritten
basis, 147,140,000 placing shares to independent investors at a price of HK$0.045
per placing share, The placing shares were issued under the general mandate
granted to the directors of the Company by resolution of the Company's shareholders
passed at the annual general meeting of the Company held on 30 August 2004. The
placing price of HK$0.045 represenis (i) a discount of approximately 19.64% to the
closing price of HK$0.056 per share as quoted on The Stock Exchange of Hong Kong
Limited on 30 November 2004, being the last trading day of the announcement on
30 November 2004 and the date on which the terms of the placing is fixed; (ii} a
discount of approximately 19.64% to the average of the closing price per share of
HK$0.056 as quoted on The Steck Exchange of Hong Kong Limited for the last five
trading days immediately prior to 30 November 2004. The net proceeds of
approximaitely HK$6.4 million from the placing will be used for the repayment of
shorr-term labilities of approximately HK$3 million and payment for operating
activities including rental expenses and staff salaries of approximately HK$3.4

miltion.
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14. Post Balance Sheet Events
The following events occurred subsequent to the interim report date:

(a)

(b)

(c)

On 9 December 2005, the Company entered into a convertible notes
subscription agreement with a convertible notes subscriber (“CN
Subscription”). Pursuant to the convertible notes subscription
agreement, the convertible notes subscriber agreed to subscribe for the
convertible notes (“Convertible Notes 1”) in an aggregate principal
amount of HK$60,000,000. The net proceeds from the CN Subscription
of approximately HK$57 million, will be used as to (i} approximately
HK$50 million for the establishment by the Group of a new centre
(i.e. not by the acquisition of an existing business) for the provision of
health check, advanced diagnostic imaging services, day care observation
services and medical laboratory related services in Hong Kong; and (ii)
the remaining balance of approximately HK$7 million will be used as
general working capital for the Group.

On 9 December 2005, the Company entered into a share subscription
agreement with a share subscriber ("Share Subscription”). Pursuant to
the share subscription agreement, the share subscriber agreed to
subscribe for and the Company agreed to allot and issue 100,000,000
new shares for cash consideration at a subscription price of HK$0.038
each. The gross and net proceeds from the Share Subscription are
approximately HK$3.8 million which will be used as genera! working
capital for the Group.

On 9 December 2005, the Company entered into a share placing
agreement with a placing agent. Pursuant to the share placing agreement,
the Company agreed to place, through the placing agent, 176,580,000
new shares at a price of HK$0.038 each. The gross and net proceeds
from the share placing of approximately HK$6.7 million and HK$5.7
million respectively, will be used for the Group’s general working capital.
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On 9 December 2005, the Company entered into a convertible notes
placing agreement with a placing agent. Pursuant to the convertible notes
placing agreement, the placing agent agreed to place, up to an aggregate
principal amount of HK$60,000,000 convertible notes ("Convertible Notes
II"). The net proceeds of approximately HK$55 million are expected to
be applied towards the expansion of the Group's new centre for the
provision of health check, advanced diagnostic imaging services, day
care observation services and medical laboratory related services
established by application of the net proceeds from the CN Subscription,
and the establishment of sirnilar centres at other locations in Hong Kong.
In the event that such expansion and establishment of the proposed
new centres are not implemented, such net proceeds will be used as
general working capita! for the Group.

Further details of the above transactions are set out in the announcement of
the Company dated 9 December 2005.

15. Approval of Interim Financial Report
The interim financial report was approved by the Board of Directors on 21
December 2005.

By Order of the Board
Chi Chi Hung, Kenneth
Chairman

Hong Kong, 21 December 2005




The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

STARBOW HOLDINGS LIMITED
(EMERBRLA)

{incorporated in Bermuda with limited liability)

(Stock Code: 397)
POSTPONEMENT OF DESPATCH OF CIRCULAR

Despatch of the circular and the notice of the Starbow SGM by Starbow to the Independent Starbow
Shareholders regarding the (i) Share Subscription; (ii) CN Subscription; (iii) Whitewash Waiver; (iv) Share
Placing; (v) CN Placing; (vi) proposed changed of name; (vii) refreshment of the Scheme Mandate Limit
under Share Option Scheme will be postponed from 30 December 2005 to a date falling on or before 20
January 2006. The postponement in despatch of the circular and the notice of SGM is to facilitate the
collation and compilation of further financial information to be included in the circular.

Reference is made to the joint announcement (the “Joint Announcement”) made by the respective boards of directors
of Starbow and Town Health dated 9 December, 2005 in relation to the (i) Share Subscription; (ii}) CN Subscription;
(iii) Whitewash Waiver; (iv) Share Placing; (v} CN Placing; (vi) proposed changed of name; (vii) refreshment of
the Scheme Mandate Limit under Share Option Scheme. Terms used in this announcement shall have the same
meanings as those defined in the Joint Announcement unless otherwise stated herein.

Pursuant to Rule 8.2 of the Takeovers Code, the circular and the notice of the Starbow SGM regarding the
Transactions are required 1o be despatched by Starbow to the Independent Starbow Shareholders within 21 days
after the date of the Joint Announcement issued on 9 December 2005 (i.e. 30 December 2005). The despatch of the
circular and the notice of SGM of Starbow will be postponed from 30 December 2005 to a date falling on or before
20 January 2006. An application has been made to the Executive for consent pursuant to Rule 8.2 of the Takeovers
Code to postpone the despatch of the circular and the notice of the Starbow SGM to a date on or before 20 January

2006. The postponement in despatch of the circular and the notice of the Starbow SGM is to facilitate the collation
and compilation of further financial information to be included in the circular.

By order of the board of directors of
Starbow Holdings Limited
Chi Chi Hung, Kenneth

Chairman
Hong Kong, 29 December 2005

The Starbow Directors, jointly and severally, accept full responsibility for the accuracy of the information contained
in this announcement, and confirm, having made all reasonable enquiries, that to the best of their knowledge,
opinions expressed in this announcement, have been arrived at after due and careful consideration and there are

no other facts not contained in this announcement the omission of which would make any statements in this
announcement misleading.

As at the date of this announcement, the Starbow Board comprises two executive directors, namely Mr. Chi Chi

Hung, Kenneth and Mr. Wong Hin Shek, Hans and three independent non-executive directors namely Mr. Chun Jfay,
Mr. Chan Chi Yuen and Mr. Lau Man Tak.

*  for identification purposes only
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STARBOW HOLDINGS LIMITED
(EAEZERABRAA)

(Incorporated in Bermuda with limited liability)

(Stock Code: 397)
DISCLOSURE IN RELATION TO AN ADVANCE TO AN ENTITY

As disclosed in the Company’s 2005 Interim Report, as at 30 September 2005 an amount due
from Shanghai Kaituo (Group) Co., Ltd. (& ¥ L £ & H A R 2 8 ) (the “Debtor”), an
independent third party of the Company and its connected persons (as defined under the
Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited), of
approximately HK$26,412,000 (the “Receivable”) was due for repayment before the end of
year 2005. The Receivable is unsecured and interest-free.

The Receivable is the uncollected outstanding balance of an aggregated amount of various
advances made by the Company’s subsidiary, Shanghai Kai Xiang Clothings Company Limited,
to the Debtor and its subsidiaries and affiliated companies, on 31 March 2004 in accordance
with a loan assignment agreement signed on 12 July 2004. Details of the aggregated amount
and the loan assignment agreement were disclosed in the Company’s announcement dated
6 August 2004.

As at the date of this announcement the Receivable remains outstanding and the Company is
actively negotiating with the Debtor in relation to the recovery of the Receivable, though a
repayment timetable has not been agreed. The Company considers that the amount to be fully
recoverable, but in case of any matters arising in future that will affect the recoverability of
the Receivable, the Company will consider making provision accordingly. The Board is not
in a position to quantify the extent of the financial impact on the Group’s consolidated
financial results for the year ending 31 March 2006 at this time. The Company expects to
announce the Group’s consolidated financial results for the year ending 31 March 2006 in
around July 2006.

At the date of this announcement, the Board comprises two Executive Directors, namely Mr.
Chi Chi Hung, Kenneth and Mr. Wong Hin Shek, Hans and three Independent Non-executive
Directors namely Mr. Chan Chi Yuen, Mr. Chun Jay and Mr. Lau Man Tak.

By order of the board
Starbow Holdings Limited

Chi Chi Hung, Kenneth
Chairman

Hong Kong, 12 January 2006

*  for identification purposes only
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STARBOW HOLDINGS LIMITED
(EEZERBRAA) "

(incorporated in Bermuda with limited liability)

(Stock Code: 397)

NOTICE OF SPECIAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN that a special general meeting of Starbow Holdings Limited (the “Company™) will be held at Room
3503, 35th Floor, Two Internationa! Finance Centre, 8 Finance Street, Central, Hong Kong on 13 February 2006 at 10:00 a.m., for the
purpose of considering and, if thought fit, passing, with or without modification, the following resolutions:

ORDINARY RESOLUTIONS

1. “THAT the CN Subscription Agreement (as defined and described in the circular of the Company dated 20 January 2006 (“Circular™)),
a copy of which is produced to the Meeting marked “A™ and signed by the chairman of the Meeting for the purpose of identification,
and the transactions contemplated in or incidental to the CN Subscription Agreement be and are hereby approved, confirmed and
ratified; and the directors and the secretary of the Company or any of them be and are hereby authorised on behalf of the Company:

A. 1o sign, seal, execute, perfect and deliver all such documents and do all such deeds, acts, matters and things as they may in
their discretion consider necessary or desirable for the purpose of or in connection with the implementation of the CN
Subscription Agreement and all transactions contemplated thereunder;

B.  subject to the completion of the CN Subscription Agreement, o issue the convertible notes in the aggregate principal amount
of HK$60,000,000 10 be issued by the Company to the Top Act Group Limited (“Convertible Notes I") in accordance with
the terms of the CN Subscription Agreement, the Converlible Notes I to be issued subject to and having the terms and
conditions attaching thereto;

C. 1o allot and issue such number of new ordinary share (“Share™) in the capital of the Company upon conversion of all or any
part of the Convertible Notes I in accordance with the terms and connections attaching thereto, such new Shares to be issued
credited as fully paid and ranking pari passu in all respects with all Shares then in issue;

D. to exercise or enforce all of the rights of the Company under the CN Subscription Agreement;
E. 1o complete the CN Subscription Agreement in accordance with its terms.”

2. “THAT the Share Subscription Agreement (as defined and described in the Circular), a copy of which is produced to the Meeting
marked “B” and signed by the Chairman of the Meeting for the purpose of identification, and the transactions contemplated in or
incidental to the Share Subscription Agreement be and are hereby approved, confirmed and ratified; and the directors and the
secretary of the Company or any of them be and are hereby authorised on behalf of the Company:

A. 1o sign, seal, execute, perfect and deliver all such documents and do all such deeds, acts, matlers and things as they may in
their discretion consider necessary or desirable for the purpose of or in connection with the implementation of the Share
Subscription Agreement and all transactions contemplated thereunder;

B.  subject to completion of the Share Subscription Agreement, to allot and issue such number of new Shares as is determined in
accordance with the terms of, and in satisfaction of the consideration payable by the Company under the Share Subscription
Agreement, such new Shares to be issued credited as fully paid and ranking pari passu in all respects with all Shares then in
issue;

C. to exercise or enforce all of the rights of the Company under the Share Subscription Agreement; and
D. to complete the Share Subscription Agreement in accordance with its terms.”

3. “THAT subject to and conditional upon the passing of the ordinary resolution number 1 as set out in the notice convening the
Meeting, the CN Placing Agreement {as defined and described in the Circular), a copy of which is produced to the Meeting marked
“C" and signed by the Chairman of the Meeting for the purpose of identification, and the transactions contemplated in or incidental
to the CN Placing Agreement be and are hereby approved, confirmed and ratified; and the directors and the secretary of the
Company or any of them be and are hereby authorised on behalf of the Company:

A. 1o sign, seal, execute, perfect and deliver alt such documents and do all such deeds, acts, matters and things as they may in
their discretion consider necessary or desirable fof the purpose of or in connection with the implementation of the CN
Placing Agreement and all transactions contemplated thereunder;

B.  subject to the completion of the CN Placing Agreement, to issue the convertible notes up to the aggregate principal amount of
HK$60,000,000 to be issued by the Company and to be placed by Kingston Securities Limited (“Convertible Notes H™) in
accordance with the terms of the CN Placing Agreement, the Convertible Notes II to be issued subject to and having the terms
and conditions attaching thereto;

C. 1o allot and issue such number of new Share upon conversion of all or any part of the Convertible Notes II in accordance with
the terms and conditions attaching thereto, such new Shares 10 be issued credited as fully paid and ranking pari passu in all
respects with all Shares then in issue;

D. 10 exercise or enforce all of the rights of the Company under the CN Placing Agreement;
E. 1o comptete the CN Placing Agreement in accordance with its terms.”

4, “THAT the waiver {*Whitewash Waiver™) granted or to be granted by the executive director ("Executive”) of the Corporate
Finance Division of the Securities and Futures Commission of Hong Kong (or any delegate of the Executive) in accordance with
Note | on Dispensations from Rule 26 of the Hong Kong Code on Takeovers and Mergers in respect of the obligation of Central
View International Limited and Top Act Group Limited (together the “Subscribers™) and parties acting in concert with it to make a
mandatory general offer to the shareholders of the Company for the issued Shares not already owned or agreed to be acquired by
the Subscribers and parties acting in concert with each of them as a result of any issue or allotment pursuant to the application(s)

*  for idemification purposes only
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made by the Subscribers and parties acting in concert with each of them and/or fulfillment of obligations under the Share Subscription
Agreement and/for the CN Subscription Agreement be and is hereby approved and that the Directors be and are hereby authorised to
do all things and acts and sign all documents which they consider desirable or expedient to implement and/or give effect 1o any
matters relating (o or in connection with the Whitewash Waiver.”

“THAT subject to and conditional upon the Listing Committee of The Stock Exchange of Hong Kong Limited granting the approval
of the listing of, and permission to deal in, the Shares to be issued pursuant to the exercise of options which may be granted under
the New Scheme Limit {as defined below), the refreshment of the scheme limit of the Company’s share option scheme adopted on
17 November 2003, up to 10 per cent. of the number of Shares in issue as at the date of passing this resolution (“New Scheme
Limit™) be and is hereby approved and any director of the Company be and is hereby authorised to do such act and execute such
document to effect the New Scheme Limit.”

SPECIAL RESOLUTION

“THAT, the name of the Company be changed to “Town Health Medical Technelogy Holdings Company Limited” and subject to
the new English name of the Company becoming effective, “HE it B #¥ # % #£ It 7 M 4 & " be adopted as its new Chinese
name for identification purposes only; and the directors of the Company be and are hereby authorised to do all such acts, deeds and
things as they may, in their absolute discretion, deem fit in order to effect such change of name.”

By the order of the Board
Starbow Holdings Limited
Chi Chi Hung, Kenneth
Chairman
Kong, 20 January 2006

Every member entitled to attend and vote at the above meeting is entitled to appoint one er more proxies to attend and vote on his behalf. A proxy need
not be a member of the Company.

In order for such appointment to be valid, the form of proxy together with the power of attorney or other authority (if any) under which it is signed, or
a notarially certified copy of such power of authority, must be deposited at the Company's share registrar in Hong Kong, Tengis Limited, at Level 25,
Three Pacific Place, 1 Queen’s Road East, Hong Kong not less than 48 hours before the time appointed for the holding of the above meeting or any
adjournment thereof.

At the date of this notice, the board of the directors of the Company comprises two executive Directers, namely Mr. Chi Chi Hung, Kenneth and Mr.
Wong Hin Shek, Hans, and three independent non-executive Directors namely Mr. Chun Jay, Mr. Chan Chi Yuen and Mr. Lau Man Tak.

“Please also refer to the published version of this announcement in China Daily.”
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If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
consult a licensed securities dealer, registered institution in securities, bank manager, solicitor,
professional accountant or other professional adviser.

If you have sold or transferred alt your shares in Starbow Holdings Limited (B3I R AR 7 *),
you should at once hand this circular and the enclosed form of proxy to the purchaser or transferee
or to the bank, licensed securities dealer, registered institution in securities or other agent through
whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this circular.

STARBOW HOLDINGS LIMITED
EMZERERAA"

{Incorporated in Bermuda with limited liability)
(Stock Code: 397)

(1) SUBSCRIPTION OF CONVERTIBLE NOTES;
{2) SUBSCRIPTION OF NEW SHARES;
(3) THE WHITEWASH WAIVER;
(4) PLACING OF NEW SHARES;
(5) PLACING OF CONVERTIBLE NOTES;

{6) PROPOSED CHANGE OF NAME; L e

AND <l 20

(7) REFRESHMENT OF THE SCHEME MANDATE LIMIT, - ]

T o "

Financial adviser to Starbow Holdings Limited L S i

]I[ KinGgsTON CORPORATE FINANCE LIMITED TP

[l \—‘J
Placing Agent to the Placing of New Shares and Convertible Notes ¢
’ =

KincsToN SecuriTies LiMiTED l

Independent financial adviser to the
independent board committee of Starbow Holdings Limited
&

-)-I!. TIS Securities (HK) Limited
wjl

A notice convening a special general meeting of Starbow Holdings Limited to be held at Room
3503, 35th Floor, Two International Finance Centre, 8 Finance Street, Central, Hong Kong on 13
February 2006 at 10:00 a.m. is set out on pages 115 to 118 of this circular. A form of proxy for use at
the special general meeting is also enclosed. Such form of proxy is also published on the website of
The Stock Exchange of Hong Kong Limited (www.hkex.com.hk).

Whether or not you are able to attend the SGM, please complete the enclosed form of proxy in
accordance with the instructions printed thereon and return it to the Company’s branch share
registrar in Hong Kong, Tengis Limited, at Level 25, Three Pacific Place, 1 Queen’s Road East, Hong
Kong as soon as possible but in any event not less than 48 hours before the time appointed for the
holding of the SGM or any adjournment thereof. Completion and return of the form of proxy will
not preclude shareholders from attending and voting in person at the meeting if they so wish.

*  for identification purposes only 20 January 2006
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DEFINITIOND

In this circular, unless the context otherwise requires, the following expressions shall have

the following meanings:

“Announcement”

“associate”

“Broad Idea”

“business day”

“Business Condition”

“Bye-laws”

“Call Notice”

“Company” or “Starbow”

the announcement of Starbow dated 9 December 2005
in relation to, among other things, (i) the CN
Subscription; (ii} the Whitewash Waiver; (iii) the Share
Subscription; (iv) the Share Placing; (v) the CN Placing;
(vi) the proposed change of Company’s name; and (vii)
the refreshment of the Scheme Mandate Limit

has the meaning ascribed to it under the Listing Rules

Broad Idea International Limited is the controlling
shareholder of Town Health holding 51% of its issued
share capital

a day on which banks in Hong Kong are open for
general business other than a Saturday or Sunday or a
day on which a black rainstorm warning or tropical
cyclone warning signal number 8 or above is hoisted
in Hong Kong at any time between 9:00 a.m. and 12:00
noon and is not lowered at or before 12:00 noon

the establishment of a centre for carrying on the health
check, advanced diagnostic imaging services, day care
observation services and medical laboratory related
businesses by Starbow

the bye-laws of the Company (as amended from time
to time)

a written notice given by Starbow upon satisfaction of
the Business Condition at any time up to the first
anniversary of the date of fulfilling the conditions of
the CN Placing Agreement to the Placing Agent to
procure subscribers or itself to subscribe for the
balance of the Convertible Notes II (if any) which are
not yet placed by the Placing Agent under the CN
Placing Agreement, up to a maximum amount of
HK$12,000,000

Starbow Holdings Limited, a company incorporated
in Bermuda with limited liability, whose shares are
listed on the Main Board of the Stock Exchange
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“CN Placing”

“CN Placing Agreement”

“CN Subscriber” or “Top Act”

“CN Subscription”

“CN Subscription Agreement”

2

“connected person(s)

“Conversion Shares”

“Convertible Notes”

“Convertible Notes [”

“Convertible Notes II”

“Executive”

”GEM”

the placing by Starbow, through the Placing Agent, of
the Convertible Notes II of an aggregate principal
amount up to HK$60,000,000 under the CN Placing
Agreement

the agreement dated 9 December 2005 entered into
between Starbow and the Placing Agent in relation to
the placing of the Convertible Notes II of a principal
amount up to HK$60,000,000

Top Act Group Limited, a company incorporated in
the British Virgin Islands with limited liability and is
an indirect wholly-owned subsidiary of Town Health

the subscription of the Convertible Notes I by the CN
Subscriber pursuant to the CN Subscription Agreement

the agreement dated 9 December 2005 entered into
between the CN Subscriber and Starbow in relation to
the subscription of the Convertible Notes 1 by Top Act

has the meaning ascribed thereto in the Listing Rules
or, as the case may be, the GEM Listing Rules

new Shares falling to be allotted and issued upon
exercise of the conversion rights attaching to any of
the Convertible Notes

collectively, the Convertible Notes T and the
Convertible Notes 11

convertible notes in the aggregate principal amount
of HK$60,000,000 to be issued by Starbow to the CN
Subscriber under the CN Subscription Agreement

convertible notes up to a maximum aggregate principal
amount of HK$60,000,000 to be issued by Starbow and
to be placed by the Placing Agent under the CN
Placing Agreement

the Executive Director of the Corporate Finance
Division of the SFC or any of his delegates

the Growth Enterprise Market of the Stock Exchange
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“General Mandate”

“Hong Kong”

| “Independent Starbow
Shareholders”

“Independent Board Committee”

“Independent Town Health
Shareholders”

“Last Trading Day”

“Listing Rules”
"Option(s)”

“Placing Agent” or
“Kingston Securities”

“Latest Practicable Date”
“Placing Shares”
|
I

the mandate granted to the Starbow Directors at the
annual general meeting of Starbow held on 23 August
2005 to issue and allot new Shares under which the
Starbow Directors are, as at the Latest Practicable Date,
authorised to issue and allot up to an aggregate of
176,587,370 new Shares

the Hong Kong Special Administrative Region of the
PRC

shareholders of Starbow who are not interested or
involved in the Share Subscription, the CN
Subscription, the CN Placing, the Share Placing and
the Whitewash Waiver

an independent committee of the Board comprising
all the independent non-executive directors of the
Company, namely, Mr. Chun Jay, Mr. Chan Chi Yuen
and Mr. Lau Man Tak

shareholders of Town Health who are not interested
or involved in the CN Subscription, being shareholders
of Town Health other than Broad Idea and its
associates

4 November 2005, being the last trading day prior to
the suspension of trading in the Shares before the date
of the Announcement

17 January 2006, being the latest practicable date for
ascertaining certain information contained in this
circular

the Rules Governing the Listing of Securities on the
Stock Exchange

share option(s) granted by the Company on 11
November 2004 under the Share Option Scheme

Kingston Securities Limited, a licensed corporation to
carry out business in Type 1 (dealing in securities)
regulated activity under the SFO

the 176,580,000 Shares to be placed pursuant to the
Share Placing Agreement
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“Scheme Mandate Limit”

MSFC ”

"SFO "

“SGM”

“Shareholder(s}”

"Sha!’es"

“Share Optionholders”

“Share Option Scheme”

“Share Placing”

“Share Placing Agreement”

the total number of Shares which may be issued upon
exercise of all options to be granted under the Share
Option Scheme which must not in aggregate exceed
10% of the issued share capital of the Company as at
the date of approval of the Share Option Scheme

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance, Chapter 571 of
the Laws of Hong Kong

a special general meeting of the Company to be held
at Room 3503, 35th Floor, Two International Finance
Centre, 8 Finance Street, Central, Hong Kong on 13
February 2006 at 10:00 a.m., to consider and, if
appropriate, to approve the resolutions contained in
the notice of the SGM which is set out on pages 115 to
118 of this circular, or any adjournment thereof

holder(s) of the